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DEPARTMENT  OF  AGRICULTURE 
Farmers  Home  Administration 
7  CFR  Parts  1809, 1945  and  1951 
Emergency  Loans 

agency:  Farmers  Home  Administration, 
USDA. 

action:  Final  rule. 

summary:  The  Farmers  Home 
Administration  (FmHA)  is  amending  its 
policies  pertaining  to  insured  Emergency 
(EM)  loans.  This  action  is  needed  to 
implement  the  provisions  of  Public  Law 
(Pub.  L.  96-438)  which  amended  the 
Consolidated  Farm  and  Rural 
Development  Act  and  to  implement 
other  related  administrative  changes 
desired  by  FmHA.  The  intended  effect 
of  this  action  is  to  correct  deficiencies 
identified  under  Supplementary 
Information  and  to  restore  bscal 
integrity  to  the  program. 

DATES:  Effective  on  May  26, 1981. 
Comments  must  be  received  by  July  27, 
1981. 

ADDRESSES:  Submit  written  comments 
in  duplicate  to  Carl  Opstad,  Chief, 
Directives  Management  Branch,  Farmers 
Home  Administration,  USDA,  Room 
6346-S,  Washington,  DC  20250, 
Telephone  202-447-4057.  All  wrritten 
comments  made  pursuant  to  this  notice 
will  be  available  for  public  inspection 
during  regular  work  hours  at  the  above 
address. 

FOR  FURTHER  INFORMATION  CONTACT. 

James  E.  Vollmer,  Emergency  Loan 
Officer,  Farmers  Home  Administration, 
USDA,  Room  5336-S,  Washington,  DC 
20250,  Telephone  202-382-1647. 
SUPPLEMENTARY  INFORMATION:  This 
final  action  has  been  reviewed  and  been 
classified  as  “significant"  under 
Secretary’s  Memorandum  1955  and 
classified  as  a  “major-action”  under 
Executive  Order  12291.  The  changes  to  7 
CFR,  Part  1945,  Subpart  A  and  the 
changes  to  7  CFR,  Part  1951,  Subpart  A 
are  internal  management  regulation 
changes.  The  majority  of  the  changes  to 
7  CFR,  Part  1945,  Subpart  B  only 
implement  the  requirements  imposed  by 
Pub.  L  96-438.  Dwight  O.  Calhoun, 
Acting  Under  Secretary  for  Small 
Community  and  Rural  Development,  has 
determined  that  an  emergency  situation 
exists  which  warrants  publication  of 
these  changes  and  of  7  CFR,  Part  1945, 
Subpart  D,  without  opportunity  for  a 
public  comment  period  prior  to  the 
effective  date  of  this  final  action. 

The  requirements  of  sections  3  and  4 
of  Executive  Order  12291  have  been 
waived  by  David  A.  Stockman,  Director, 
Office  of  Management  and  Budget 


The  Farmers  Home  Administration 
has  received  criticism  for  its 
management  of  the  disaster  Emergency 
loan  program  from  various  sources, 
including  hearings  held  October  17, 1979, 
by  the  Senate  Subcommittee  on 
Agriculture  of  the  Committee  on 
Appropriations;  hearings  held  October 
19, 1979,  by  the  House  of 
Representatives  Subcommittee  on 
Conservation  and  Credit  of  the 
Committee  on  Agriculture;  Conference 
Report  96-533,  dated  October  24, 1979; 
and  the  General  Accounting  Office 
Report,  CED-78-118,  dated  May  25, 1978, 
and  CED-79-111,  dated  August  6, 1979. 
The  USDA  Office  of  the  Inspector 
General  agrees  with  much  of  this 
criticism.  The  Administration  believes 
that  these  concerns  are  valid. 

The  Emergency  loan  program  was 
established  to  restore  farmers,  who  are 
victims  of  natural  disasters,  to  their  pre¬ 
disaster  production  capacity  and  living 
conditions.  Under  easting  regulations, 
the  loans  are  being  used  to  expand  the 
farming  operations  beyond  pre-disaster 
levels.  Program  review  reveals  further 
that: 

•  Emergency  loans  are  being  made  to 
farmers  who  have  suffered  losses  to  one 
crop  despite  offsetting  good  production 
in  another  crop(s). 

•  Applicants  are  obtaining  Emergency 
loans  even  though  they  have  valuable 
assets  which  are  not  involved  in  or 
essential  to  their  farming  operations. 
Such  assets  should  be  taken  into 
consideration  in  determining  the  amount 
of  government  funds  to  be  made 
available  for  disaster  relief. 

•  Significant  deviations  from 
“normal”  production  are  not  unusual  in 
agriculture.  This  fact  is  not  always  given 
adequate  consideration  in  determining 
eligibility. 

•  The  Emergency  loan  program  was 
not  intended  to  compete  with 
commercial  lenders  but  only  to 
supplement  commercial  credit.  In 
practice.  Emergency  loans  often 
completely  replace  commercial 
financing  by  offering  loans  for  purposes 
and  on  terms  with  which  commercial 
lenders  cannot  compete. 

Overly  permissive  regulations  have 
allowed  these  practices  to  become 
widespread. 

Although  some  corrective  measures 
have  been  taken,  there  remains  an 
urgent  need  for  further  revision  of  the 
regulations  governing  the  Emergency 
loan  program.  It  is  important  to  take 
action  immediately  to  prevent  these 
practices  from  continuing,  so  that  FmHA 
can  direct  its  fiscal  and  staff  resources 
toward  more  efficiently  assisting 
farmers  who  truly  need  Federal 


financial  assistance  to  overcome 
disaster-related  difficulties.  It  is  also 
important  to  act  immediately  so  that  the 
effect  of  these  changes  is  not  undercut 
by  a  potentially  sizable  number  of  loan 
awards — with  terms  that  may  last  for 
several  years  involving  several  million 
dollars — made  after  announcement  of 
the  changes  but  before  they  are  final.  In 
order  to  further  correct  deficiencies  and 
restore  fiscal  integrity  to  the  program, 
the  changes  summarized  below  must  be 
implemented  immediately. 

These  regulations  do  not  directly 
affect  any  FmHA  programs  or  projects 
which  are  subject  to  A-95  clearinghouse 
review. 

The  Catalog  of  Federal  Domestic 
Assistance  number  of  Emergency  Loans 
is  10.404. 

FmHA  amends  Subpart  A  of  Part  1809, 
Subparts  A  and  B  of  Part  1945,  and 
Subpart  A  of  Part  1951  and  adds  a  new 
Subpart  D  of  Part  1945  in  Chapter  XVIII, 
Title  7,  Code  of  Federal  Regulations. 

A  summary  of  the  changes  made  by 
this  action  are  as  follows: 

Summary  of  Changes 

7  CFR,  Part  1945,  Subpart  A  is 
completely  revised  and  reissued  to 
require  that  the  Secretary  of  Agriculture 
designate  natural  disasters  which  have 
adversely  affected  more  than  25  farmers, 
ranchers  and/or  aquaculture  operators 
in  any  one  county,  and  make  emergency 
(EM)  loan  assistance  available  in  those 
county(ies].  When  not  more  than  25 
farmers,  ranchers  and/or  aquaculture 
operators  have  been  so  affected  by  a 
natural  disaster,  the  Farmers  Home 
Administration  (FmHA)  State  Directors 
through  the  FmHA  Administrator  may 
designate  natural  disasters.  This  action 
also  discontinues  the  authority  for 
making  EM  loans  available  in  counties 
adjoining  those  designated  as  disaster 
areas,  unless  a  separate  disaster 
designation  is  obtained  for  those 
adjoining  coimties.  (See  §§1945.6, 
1945.18, 1945.19, 1945.20, 1945.21, 1945.25, 
1945.26, 1945.27, 1945.30, 1945.31, 1945.35, 
1945.45  and  Exhibit  A). 

7  CFR,  Part  1945,  Subpart  B  is 
amended  to  apply  only  to  those 
applications  for  EM  loans  associated 
with  FmHA  disaster  designations  having 
a  beginning  incidence  period  predating 
May  26, 1981. 

§  1945.66(b)(2)  (i)  and  (ii)  are  revised  to 
implement  time  frame  limitations  on  EM 
subsequent  annual  production  loans  as 
required  by  Pub.  L.  96-438. 

§  1945.66  (d)  and  (e)  are  revised  to 
implement  loan  ceilings  for  fiscal  years 
1981, 1982, 1983  and  subsequent  fiscal 
years  on  EM  annual  production  and 
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major  adjustment  loans  as  required  by 
Pub.  L.  96-438. 

§  1945.69(t]  is  added  to  impose  less 
stringent  security  requirements  on 
applicants  certifying  that  they  can  get 
their  needed  credit  elsewhere. 

§  1945.80  (c)  and  (d)  are  removed  to 
eliminate  the  requirement  for  County 
Committees  to  certify  the  amount  of  EM 
loan  entitlement;  this  requirement  was 
deleted  by  Pub.  L.  96-438. 

7  CFR,  Part  1945,  Subpart  D  is  added 
to  implement  FmHA  EM  regulations  for 
EM  loan  applications  associated  with* 
disaster  designations  having  a  beginning 
incidence  period  date  on  or  after  May 
26, 1981.  Changes  highlighted  are  those 
which  are  different  than  those 
requirements  found  in  7  CFR,  Part  1945. 
Subpart  B. 

§  1945.154(a)(12)  defines  a  family  size 
farm. 

§  1945.154(aj(15](i)  defines  a  single 
enterprise  as  categories  of  crops  and 
livestock  for  use  in  EM  loss  loan 
eligibility  determinations. 

§  1945.154(a](23)  requires  the  use  of 
ASCS  established  yields  prior  to  using 
county  averages  in  EM  loss  loan 
eligibility  and  maximum  EM  actual  loss 
loan  entitlement  determinations. 

§  1945.154(a](30]  requires  EM 
production  loss  loan  applicants  to 
sustain  at  least  a  30  percent  loss  of 
normal  production  in  a  single  basic 
enterprise  to  qualify  for  EM  loan 
assistance. 

§  1945.156(b](3]  stipulates  that  loan 
approval  officials  will  require  the 
disposition  of  any  assets  (farm  and/or 
nonfarm)  nonessential  to  the  success  of 
the  farming  operation  prior  to  or  within 
12  months  after  the  EM  loan  closing 
date. 

§  1945.161(c)  requires  ASCS 
established  yields  to  be  recorded  on 
Form  FmHA  1945-29. 

§  1945.163(a)  requires  EM  production 
loss  loan  applicants  to  use  the  following 
record  systems  in  order  of  priority  as 
listed  to  establish  the  normal  year’s 
production:  (a)  Their  own  farm  records; 

(b)  ASCS  established  yields;  (c)  the  5- 
year  county  or  State  average  yields  as 
established  by  the  State  Statistical 
Reporting  Service  or  similar  source:  and 
(d)  under  certain  circumstances, 
combinations  of  the  record  systems  in 
priority  order  of  availability  as  listed  in 
(a)  through  (c).  This  section  also 
requires  that  prices  used  in  EM  loss  loan 
calculations  be  based  on  the  monthly 
average  of  the  36-month  period 
immediately  preceding  the  calendar 
year  in  which  the  disaster  occurs,  as 
indicated  by  State  Crop  and  Livestock 
Reporting  Service  statistics.  (See 
paragraphs  (a)(1),  (a)(2)  (i)  through  (vi), 
and  (a)(2(x)). 


§  1945.163(a)(2)(vii)  requires  that  the 
maximum  production  loss  loan  be 
limited  to  W  percent  of  the  total 
calculated  actual  production  loss 
sustained  by  the  applicant. 

§  195.166  deletes  authority  for  FmHA 
EM  loan  funds  to  be  used  for  any 
expansion  of  the  pre-disaster  normal 
farming  operation.  The  dollar  ceilings 
and  time  frame  limitations  authorized 
under  Pub.  L.  96-438  are  also  imposed  in 
this  section.  A  combined  annual 
production  and  major  adjustment 
outstanding  principal  indebtedness 
ceiling  of  $500,000  is  imposed  for  the 
remainder  of  FY 1981.  (See  paragraphs 
(a)(1).  (b)(1).  (b)(2).  (c).  (c)(2).  (c)(2)(i)(C). 

(c) (2)(ii).  (c)(3)(iii).  (c)(3)(xi).  (c)(3)(xii). 

(d)  and  (e)). 

§  1945.167  prohibits  the  use  of  FmHA 
EM  loan  funds  from  being  used  to 
expand  the  pre-disaster  normal  farming 
operation.  It  also  imposes  a  $300,000 
principal  indebtedness  ceiling  on  the 
combined  use  of  Major  Adjustment 
Subtitle  A  and  Subtitle  B  loan  funds  for 
refinancing  debts  which  are  to  be 
secured  with  real  estate.  (See  paragraph 

(a) ). 

§  1945.168  prohibits  scheduling  of 
FmHA  initial  EM  annual  production 
loan  repayment  terms  for  longer  than 
.one  production  cycle.  (See  paragraphs 

(b) (1).  (b)(1)  (i)  and  (ii).  (b)(2)  and  (b)(3) 
and  (d). 

§  1945.169  revises  conditions  under 
which  an  applicant's  potential 
repayment  ability  may  be  considered  as 
“security"  for  EM  loans. 

Increases  die  limit  of  lending  for 
FmHA  EM  annual  production  loans  to 
the  greater  of  $100,000  or  75  percent  of 
the  projected  annual  gross  income, 
whenever  an  applicant  can  provide  no 
security  other  dian  a  first  lien  on  the 
crop  and/or  livestock  being  Bnanced 
with  EM  loan  funds. 

Directs  EM  loan  approval  officials  to 
require  at  least  the  minimum  level  of 
comprehensive  Federal  Crop  Insurance 
for  all  crops  eligible  under  existing  FCIC 
programs  when  any  type  of  EM  loan  is 
primarily  secured  by  crops  and/or 
chattels.  When  required,  the  insurance 
is  to  be  maintained  over  the  full 
repayment  period  of  the  loan. 

Directs  that  applicants  who  certil^ 
they  can  get  credit  elsewhere  be 
required  to  pledge  only  that  amount  of 
security  necessary  to  fully  secure  the 
loan  and  assure  that  the  Government’s 
interests  will  be  fully  protected.  (See 
paragraphs  (d),  (e),  (f),  (i).  (o),  and  (t)). 

§  1945.175  revises  FmHA  appraisal 
requirements  when  additional  security 
is  to  be  taken.  (See  paragraphs  (c)(1) 
and  (c)(4)). 


Accordingly,  Chapter  XVIII,  Title  7, 
Code  of  Federal  Regulations  is  amended 
by  amending  Subpart  A  of  Part  1809, 
revising  Subpart  A  and  amending 
Subpart  B  and  adding  a  new  Subpart  D 
of  Part  1945,  and  amending  Subpart  A  of 
Part  1951  as  follows: 

PART  1809— APPRAISALS 

Subpart  A— Appraisal  of  Farms  and 
Leasehold  Interests 

1.  In  §  1809.1,  paragraph  (b)  is 
amended  by  changing  the  words  “and 
Subpart  B  of  Part  1945  of  this  chapter”  to 
“and  Subpart  B  and  Subpart  D  of  Part 
1945  of  this  chapter." 

PART  1945— EMERGENCY 

2.  Subpart  A  is  revised  to  read  as 
follows: 

Subpart  A— Disaster  Assistance- 
General 

Sec. 

1945.1  (Reserved) 

1945.2  Purpose. 

1945.3-1945.4  (Reser\ed] 

1945.5  Abbreviations. 

1945.6  Definitions. 

1945.7-1945.17  [Reserved] 

1945.18  United  States  Department  of 
Agriculture  (USDA)  Emergency  Boards. 

1945.19  Reporting  natural  disasters. 

1945.20  Making  EM  loans  available. 

1945.21  NoUncation  and  coordination 
requirements. 

1945.22-1945.24  [Reserved] 

1945.25  Relationship  between  FmHA  and 
FEMA. 

1945.26  Relationship  between  USDA, 

FmHA,  and  SBA 

1945.27  Relationship  between  FCIC  and 
FmHA. 

1945.28-1945.29  [Reserved] 

1945.30  FmHA  ^ergency  Loan  Support 
Teams  (ELST).' 

1945.31  FmHA  Emergency  Loan  Assessment 
Teams  (ELAT). 

1945.32-1945.34  (Reserved] 

1945.35  Special  ^I  loan  training. 
1945.36-1945.44  (Reserved] 

1945.45  Public  information  function. 
1945.46-1945.50  [Reserved] 

«  *  A  •  * 

Subpart  A — Disaster  Assistance- 
General 

§1945.1  (Reservedl 
§  1945J2  Purpose. 

This  Subpart  prescribes  the  policies, 
procedures,  and  guidelines  of  the 
Farmers  Home  Administration  (FmHA) 
for  making  emergency  (EM)  loans 
available  in  speciHed  areas  (counties); 
the  relationship  between  FniHA  and  the 
Federal  Emergency  Management 
Agency  (FEMA):  the  method  for 
establishing  and  using  Emergency  Loan 
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Support  Teams  (ELST)  and  Emergency 
Loan  Assessment  Teams  (ELAT); 
training  of  FmHA  personnel:  and  the 
disaster  public  information  functions. 

§§  1945.3-1945.4  (Reserved) 

§  1945.5  Abbreviations. 

The  following  abbreviations  are  used 
in  this  Subpart. 

(a)  ASCS — Agricultural  Stabilization 
and  Conservation  Service. 

(b)  CEB — USDA  County  Emergency 
Board. 

(c)  DAR — Damage  Assessment 
Report. 

(d)  ELAT — Emergency  Loan 
Assessment  Team. 

(e)  ELST — Emergency  Loan  Support 
Team. 

(f)  EM — ^Emergency  Loans. 

(g)  EOH — USDA  Emergency 
Operations  Handbook. 

(h)  FCIC — Federal  Crop  Insurance 
Corporation. 

(ij  FCO — Federal  Coordinating 
Officer. 

(j)  FEMA — Federal  Emergency 
Management  Agency. 

(k)  FmHA— Farmers  Home 
Administration. 

(l)  OMB — Office  of  Management  and 
Budget. 

(m)  SBA — ^Small  Business 
Administration. 

(n)  SEB — USDA  State  Emergency 
Board. 

(o)  USDA — United  States  Department 
of  Agriculture. 

§  1945.6  Definitions. 

The  following  definitions  are 
applicable  to  this  Subpart: 

(a)  Disasters.  (1)  Major  disaster.  Any 
disaster  in  any  part  of  th^  United  States 
which,  in  the  determination  of  the 
President,  causes  damage  of  sufficient 
severity  and  magnitude  to  warrant 
unusual  assistance  above  and  beyond 
normal  emeigency  services  available 
from  the  State  and  Federal  Government 
Major  disaster  assistance  makes  all 
Federal  disaster  programs  available 
automatically,  and  is  intended  to 
supplement  the  efforts  and  available 
resources  of  States,  local  governments 
and  disaster  relief  organizations  in 
alleviating  the  damage,  loss,  hardship, 
or  suffering  caused  by  disasters. 

(2)  Natural  disaster.  Any  disaster 
caused  by  a  natural  phenomenon  in  any 
part  of  the  United  States;  such  as. 
hurricanes,  tornadoes,  cyclones, 
windstorms,  excessive  rainfalls,  floods, 
earthquakes,  blizzards,  freezes, 
electrical  storms,  snowstorms,  droughts, 
excessively  high  or  low  temperatures, 
and  hailstorms;  insects  where  abnormal 
weather  contributed  substantially  to  the 


spreading  and  flourishing  of  such 
insects;  Ores  resulting  from  lightning, 
and  fires  of  other  origins  which  could 
not  be  controlled  because  of  abnormal 
weather,  and  plant  and  animal  diseases 
where  abnormal  weather  contributed 
substantially  to  those  diseases 
spreading  into  epidemic  proportions. 

(3)  Presidential  emergency.  Any 
disaster  in  any  part  of  the  United  States 
which  is  of  such  magnitude  that  the 
President  makes  a  declaration  requiring 
certain  Federal  emergency  programs  to 
be  implemented  as  a  supplement  to 
State  and  local  efforts  as  a  means  of 
saving  lives  and  protecting  property, 
preserving  public  health  and  safety, 
and/or  lessening  the  threat  of  a  more 
severe  disaster. 

(b)  Farmers.  Individuals,  cooperatives, 
corporations  or  partnerships  who  are 
farmers,  ranchers  or  aquaculture 
operators. 

(c)  Incidence  period.  The  specific  date 
or  dates  during  which  a  disaster 
occurred. 

(d)  National  Office.  The  Director, 
Emergency  Loan  Division. 

(e)  Substantially  affected.  The  degree 
of  physical  and/or  production  losses  a 
farmer  must  have  sustained  from  a 
disaster  to  meet  the  actual  loss 
eligibility  requirements  for  an  EM  loan. 
The  actual  loss  must  have  had  such  an 
adverse  impact  on  the  farming  operation 
that  EM  loan  assistance  is  necessary  to 
enable  the  farm  operator  to  continue  the 
pre-disaster  operation  on  a  sound  basis. 
A  farmer  will  be  considered  to  have 
been  substantially  affected  if  any  one  of 
the  following  types  of  losses  has  been 
sustained  due  to  a  declared/designated/ 
authorized  disaster. 

(1)  Damage  or  destruction  of  physical 
property  that  is  essential  to  the 
successful  operation  of  the  farm;  and  if 
the  property  is  not  repaired  or  replaced, 
the  farmer  would  not  be  able  to  continue 
operating  on  a  sound  basis.  Physical 
property  includes;  farmland;  structures 
on  the  land,  e.g.,  buildings,  fences,  dams, 
etc.;  machinery,  equipment,  and  tools: 
livestock  and  livestock  products; 
harvested  crops;  and  materials  and 
supplies,  on 

(2)  A  production  loss  of  at  least  30 
percent  of  normal  yield  per  acre  or 
production  per  animal  in  a  single 
enterprise  which  constitutes  a  basic  part 
of  the  total  farming  operation. 

(f)  Termination  date.  The  date 
specified  in  a  disaster  declaration/ 
designation/authorization  which 
establishes  the  final  date  after  which 
EM  actual  loss  loan  applications  can  no 
longer  be  accepted.  For  both  physical 
and  production  losses,  the  termination 
date  will  be  9  months  from  the  date  of 
the  disaster  declaration/designation/ 


authorization.  Applications  may. 
however,  be  accepted  for  EM  actual  loss 
loans  after  the  termination  date  has 
passed,  if  the  applicant  had  filed  an 
application  for  disaster  loan  assistance 
with  the  Small  Business  Administration 
(SBA)  during  the  period  SBA  could 
accept  applications,  but  when  not  more 
than  6  months  have  elapsed  since  the 
FmHA’s  termination  date. 

(g)  United  States  or  State.  Each  of  the 
several  States,  the  Commonwealth  of 
Puerto  Rico,  the  Virgin  Islands  of  the 
United  States.  Guam,  American  Samoa, 
and  the  Commonwealth  of  the  Northern 
Mariana  Islands. 

§§  1945.7-1945.17  [Reserved] 

§  1945.18  United  States  Department  of 
Agriculture  (USDA)  Emergency  Boards. 

There  is  a  USDA  Emergency  Board 
established  to  serve  every  State  and 
every  county  (or  comparable  political 
subdivision)  in  the  United  States.  The 
Boards  are  responsible  for  providing 
leadership  to  ensure  that  the 
Department’s  disaster  programs  are 
implemented  when  needed;  to 
coordinate  the  Department's  emergency 
disaster  programs  with  those  of  other 
Federal  Departments  and  Agencies;  and 
to  provide  personnel,  as  needed  and 
requested  by  FEMA,  to  help  staff 
disaster  assistance  centers  in  major 
disaster  areas. 

(a)  State  Emeigency  Boards  (SEB). 
These  Boards  are  composed  of 
representatives  of  the  several  USDA 
Agencies  having  emergency  program 
responsibilities  at  the  State  level.  The 
chairpersons  of  the  SEB»are  the  ASCS 
State  Executive  Directors.  FmHA  State 
Directors  are  members  of  the  SEBs. 

(b)  County  Emergency  Boards  (CEB). 
These  Boards  are  composed  of 
representatives  of  the  several  USDA 
Agencies  having  available  personnel  at 
the  county  level.  The  chairpersons  of  the 
CEBs,  in  most  cases,  are  the  ASCS 
County  Executive  Directors.  FmHA 
County  Supervisors  are  members  of  the 
CEBs. 

(c)  Emergency  boards’ policies  and 
procedures.  These  policies  and 
procedures  are  set  forth  in  the  USDA 
Emergency  Operations  Handbook 
(EOH),  available  in  any  ASCS  or  FmHA 
Office. 

§  1945.19  Reporting  natural  disasters. 

(a)  Purpose.  The  purpose  of  reporting 
natural  disasters  is  to  provide  a 
systematic  procedure  for  rapid  reporting 
of  the  occurrence  and  extent  of  damage 
and  loss  caused  by  such  disasters, 
which  may  result  in  a  need  to  make  EM 
loans  available  in  the  disaster  area. 
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(b)  Responsibility  for  reporting 
disasters.  USDA  SEBs  and  CEBs 
representing  their  member  agencies  are 
best  qualified  at  the  State  and  county 
levels  to  accomplish  the  assessment  of 
rural  and  agricultural  losses  resulting 
from  disasters.  These  Boards  are, 
therefore  charged  with  the  responsibility 
of  reporting  the  occurrence  of  disasters 
and  making  recommendations  whether 
or  not  to  implement  USDA  disaster 
programs. 

(c)  Actions  to  be  taken.  Immediately 
after  the  occurrence  of  a  natural 
disasten 

(1)  The  FmHA  County  Supervisor  will 
report  to  the  CEB  chairperson,  as 
specified  in  the  EOH,  all  substantial 
property  loss,  damage  or  injury  and 
severe  production  losses  that  have 
occurred  in  his/her  County  Office  area, 
regardless  of  whether  EM  loans  will  be 
needed.  The  County  Supervisor  will 
assist  the  CEB  in  preparing  the  24  hour 
report  required  in  paragraph  (c)(2)  of 
this  section.  If  the  CEB  has  not 
completed  its  24  hour  report  within  two 
workdays  after  the  disaster,  the  County 
Supervisor  will  report  to  the  State 
Director  on  Form  FmHA  1945-27, 

“Report  of  Natural  Disaster.”  In  urgent 
situations,  the  report  may  be  made  by 
telephone,  followed  by  the  CEB  report  or 
Form  FmHA  1945-27.  Either  of  these 
reports  will  be  based  on  information 
obtained  from  personal  knowledge  and 
from  farmers,  agricultural  and 
community  leaders,  representatives  of 
other  agricultural  agencies,  agricultural 
lenders,  and  from  any  other  personally 
contacted  reliable  source(s).  The  County 
Supervisor  will  convey  to  the  CEB 
chairperson  all  information  pertaining  to 
the  disaster  and  provide  the 
Chairperson  with  a  copy  of  Form  FmHA 
1945-27,  if  prepared. 

(2)  The  CEB  will  report  the  natural 
disaster,  in  accordance  with  the  EOH  to; 

(i)  The  SEB:  and 

(ii)  Appropriate  county  government 
representative(s). 

(3)  The  SEB  will  provide  copies  of  the 
C^  report  to: 

(i)  The  USDA  Washington  Offices  of 
ASCS,  FmHA  and  the  Office  of 
Intergovernmental  Affairs;  and 

(ii)  The  State  Governor’s  Emergency 
Coordinator  and  the  State  Department 
of  Agriculture. 

(4)  The  FmHA  State  Director  will 
inform  the  National  Office  of  each 
natural  disaster  as  soon  as  possible  and 
forward  to  the  National  Office  a  copy  of 
the  CEB  report  or  Form  FmHA  1945-27, 
with  any  attachments,  and 
supplemented  with  the  State  Director's 
comments  and  recommendations.  The 
State  Director  must  include  a  statement 
as  to  the  number  of  farmers,  ranchers 


and  aquaculture  operators  affected  by 
the  disaster.  In  urgent  situations,  the 
State  Director  will  report  to  the  National 
Office,  Emergency  Loan  Division,  by 
telephone,  and  immediately  thereafter, 
send  a  written  report  to  the  National 
OfBce.  The  State  Director  will  continue 
to  notify  the  SEB  chairperson  of  any 
additional  information  received 
concerning  the  natural  disaster. 

(5)  The  FmHA  Administrator  will 
notify  the  Office  of  the  Secretary  of 
Agricultm'e  of  the  reported  natural 
disaster  and  of  any  action  taken  or 
planned  to  be  taken  by  the  FmHA.  The 
FmHA  National  Office  will  also  provide 
the  same  information  to  members  of  the 
Congress  and  FEMA,  if  so  requested. 

(6)  When  inquiries  are  received  from 
natural  disaster  victims,  before  the  area 
is  declared/designa ted/ authorized,  the 
following  informatipn  will  be  provided 
the  victims. 

(i)  Inquirers  at  the  Coimty  Office  will 
be  advised; 

(A)  That  EM  loans  are  not  available  at 
this  time: 

(B)  What  assistance  will  be  available 
if  EM  loans  are  authorized:  and 

(C)  An  application  for  EM  loan 
assistance  may  be  filed  at  that  time,  in 
which  case  it  will  not  be  processed  until 
EM  loans  are  authorized  for  the  area;  or 
the  application  can  be  filed  after  the  EM 
loans  are  authorized,  in  which  case  it 
will  be  processed  promptly.  The  inquirer 
should  also  be  advised  that  in  the  event 
EM  loans  are  not  authorized,  he/she  can 
be  considered  for  regular  FmHA  farm 
loan  assistance. 

(ii)  Inquirers  at  the  State  or  National 
Offices  will  be  advised  according  to 
paragraph  (c)(6)(i)  of  this  section  and 
referred  to  the  appropriate  county  office. 

(7)  When  inquiries  are  received  from 
County  Governing  Bodies  or  Indian 
Tribal  Councils  concerning  the 
designation  of  an  area,  they  will  be 
informed  of  the  procedure  for  making 
EM  loans  available  as  specified  in 

§  1945.20  of  this  Subpart. 

(8)  The  actions  required  in  paragraph 
(b)  of  this  Section  will  be  taken  even  if 
the  Governor  of  a  State  has  requested 
the  President  to  declare  a  county(ies)  a 
major  disaster  or  Presidential 
emergency  area. 

§  1945.20  Making  EM  loans  available. 

EM  loans  are  made  available  in 
counties  or  similar  political  subdivisions 
named  by  (a)  FEMA  as  eligible  for 
Federal  assistance  under  a  major 
disaster  or  emergency  declaration  by  the 
President,  (b)  the  Secretary  of 
Agriculture  in  any  area  where  unusual 
and  adverse  weather  conditions  have 
resulted  in  severe  production  and/or 
physical  losses,  which  have 


substantially  and  adversely  affected 
more  than  25  farmers,  ranchers,  and/or 
aquaculture  operators  in  any  given 
county;  and  (c)  an  FmHA  State  Director 
when  25  or  fewer  farmers,  ranchers 
and/or  aquaculture  operators,  in  any 
given  county,  have  been  so  afiected  by  a 
natural  disaster. 

(a)  Declaration  by  the  President. 

When  there  is  a  Presidential  major 
disaster  or  emergency  declaration  and 
FEMA  has  notified  the  National  Office, 
the  following  actions  will  be  taken: 

(1)  The  National  Office  will 
immediately; 

(1)  Notify  the  State  Director  and  the 
Director  of  the  Finance  Office  by 
telephone  and  confirm  in  writing.  The 
notification  will  contain: 

(A)  The  date  of  the  declaration; 

(B)  The  name(s)  of  the  county(ies) 
determined  eligible  for  Federal  disaster 
assistance; 

(C)  The  type  of  disaster. 

(D)  The  incidence  period  for  the 
disaster, 

(E)  The  termination  date  for  accepting 
applications; 

(F)  The  disaster  declaration  number 
(Examples:  Major  Disaster,  M491;  or 
Presidential  Emergency.  E061):  and 

(G)  The  date  monthly  loan  activity 
reporting  will  commence.  State  Directors 
will  consolidate  the  monthly  reports  and 
forward  to  the  National  Office  within  10 
working  days  after  the  last  working  day 
of  each  month. 

(ii)  Take  the  actions  required  by 
§  1945.21(a)(1)  of  this  Subpart. 

(2)  The  State  Director 
immediately: 

(i)  Notify  the  appropriate  County 
Supervisorfs)  and  instruct  him/her  to 
make  EM  loans  available  in  the 
declared  counties.  This  notification  will 
be  confirmed  by  a  State  Supplement  or 
a  revision  thereof,  containing  that 
information  listed  in  paragraphs  (a)(l)(i) 
(A)  through  (G)  of  this  section; 

(ii)  Notify  the  SEB  chairperson  in 
writing;  and 

(iii)  Make  such  public  announcements 
as  are  appropriate  to  adequately  inform 
the  farm  community. 

(3)  The  County  Supervisor  will 
immediately  upon  receiving  notification 
that  a  county(ies)  under  his/her 
jurisdiction  has  been  declared: 

(i)  Notify  the  CEB  chairperson  in 
writing: 

(ii)  Make  such  public  announcements 
as  are  appropriate  to  adequately  inform 
the  local  farm  community; 

(iii)  Arrange  and  conduct  meetings 
with  local  agricultural  lenders  and 
agricultural  leaders  to  explain  the 
purpose  of  and  the  assistance  available 
under  the  EM  loan  program; 
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(iv)  Make  himself/herself  available  to 
help  staff  the  FEMA  disaster  assistance 
centers,  when  requested  to  do  so;  and 

(v)  Establish  and  maintain  a 
cumulative  record  of  EM  loan  activity  as 
set  out  in  Exhibit  A  of  this  Subpart  to  be 
submitted  monthly  to  the  State  Office. 
(Exhibit  A  is  available  in  any  FmHA 
Office). 

(b)  Designation  by  the  Secretary  of 
Agriculture.  The  Secretary  of 
Agriculture  shall  designate  a  county(ies) 
as  an  EM  loan  area  when  a  natural 
disaster  has  substantially  and  adversely 
affected  farmers,  ranchers  and  , 
aquaculture  operators:  a  written  request 
from  a  State  Governor  for  an  EM  loan 
designation  has  been  received  by  the 
Secretary  within  6  months  from  the  last 
day  of  the  occurrence  of  the  natural 
disaster,  the  Secretary  determines  that 
unusual  and  adverse  weather  conditions 
have  resulted  in  substantial  production 
losses  and/or  damages  or  losses  to 
livestock,  farm  machinery,  farmland, 
farm  buildings  and  structures,  or 
aquaculture  operations;  and  more  than 
25  farmers,  ranchers,  and  aquaculture 
operators  in  a  given  county  have  been 
so  affected  by  the  disaster.  A  copy  of 
the  Governor’s  request  will  also  be  sent 
to  the  FmHA. 

(1)  Upon  receipt  of  the  Governor’s 
request  through  the  Secretary’s  Office, 
the  FmHA  National  Office  will 
immediately  take  the  following  actions: 

(1)  Acknowledge  the  Governor’s 
request  on  behalf  of  the  Secretary,  and  if 
any  delay  is  anticipated  in  processing 
the  request,  state  the  reasons  for  such 
delay  and  when  action  will  be  taken; 

(ii)  Notify  the  FmHA  State  Director  by 
phone  and  confirm  in  writing,  the 
Governor’s  request:  and 

(iii)  Notify  the  State  Director  that 
monthly  reports  of  the  action  taken  on 
the  request  will  be  sent  to  the 
Administrator,  Attention:  Director, 
Emergency  Loan  Division,  giving  a 
status  report  and  the  estimated  date 
when  complete  information  will  be 
available  for  the  Secretary  to  make  a 
decision.  These  monthly  reports  will  be 
identified  by  a  Governor’s  Request  (GR) 
number,  which  will  be  assigned  by  the 
National  Office.  Example:  GR  (State 
Abbreviations)  01, 02, 03,  etc. 

(2)  The  State  Director  will 
immediately: 

(i)  Notify  the  SEE  chairperson  that  a 
Damage  Assessment  Report  (DAR)  is 
needed  in  accordance  with  the  EOH  for 
the  requested  county(ies):  and 

(ii)  Review  each  DAR,  when  it 
becomes  available,  and  forward  it  to  the 
National  Office  with  a  transmittal 
memorandum  containing  his/her  views, 
comments  and  recommendations 
concerning  the  need  or  lack  of  need  for 


EM  loans  to  be  made  available.  Any 
additional  supportive  information  not 
contained  in  the  DAR  should  also  be 
included  in  or  attached  to  the 
transmittal  memorandum. 

(3)  The  National  Office  will 
immediately  review  the  DAR  and  the 
State  Director’s  recommendations  and 
promptly  forward  recommendations 
with  supporting  information  for 
approval  or  denial  of  the  requested 
designation  to  the  Secretary. 

(i)  If  the  Secretary  denies  the 
designation  request,  the  Governor  and 
the  FmHA  Administrator  will  be  notified 
and  the  notice  will  set  forth  the 
reason(s)  for  denial.  The  National  Office 
will  provide  the  same  information  to  the 
State  Director. 

(ii)  When  the  Secretary  approves  the 
requested  designation,  the  Governor  and 
the  FmHA  Administrator  will  be 
notified. 

(A)  The  National  Office  will 
immediately  pursue  the  same  course  of 
action  as  described  in  paragraph  (a)(1) 
of  this  section,  except  the  disaster 
designation  number  will  be  coded  S  and 
3  numbers  (Example:  S141). 

(B)  The  State  Director  will 
immediately  pursue  the  same  course  of 
action  as  described  in  paragraph  (a)(2) 
of  this  section. 

(C)  The  County  Supervisor  will 
immediately  pursue  ^e  same  course  of 
action  as  described  in  paragraph  (a)(3) 
of  this  section. 

(c)  Authorization  by  State  Directors. 
(1)  When  a  State  Director  determines 
that  the  requirements  of  paragraph  (b)  of 
this  section  are  met  in  any  single  county, 
except  that  25  or  fewer  farmers  have 
been  substantially  affected  by  the 
natural  disaster,  EM  loans  may  be 
authorized  by  the  State  Director.  This 
authority  of  the  FmHA  State  Director 
will  be  exercised  only  after  the 
Governor,  the  County  Governing  Body 
or  its  authorized  representative,  or  an 
Indian  Tribal  Council;  and  the  CEB  have 
formally  recommended  to  the  State 
Director  that  EM  loans  be  authorized. 
The  State  Director  must  give  notice  to 
the  National  Office  by  telephone  before 
authorizing  EM  loans. 

(2)  The  State  Director  authorization 
will  not  be  used  to  make  EM  loans 
available  immediately  after  a  disaster 
occurs  in  anticipaton  of  a  later 
declaration  by  the  President  or 
designation  by  the  Secretary  based  on  ^ 
that  same  disaster. 

(3)  Upon  receipt  of  a  positive 
recommendation  from  the  appropriate 
sources,  the  State  Director  will  promptly 
phone  the  National  Office  and: 

(i)  Identify: 

(A)  The  type  of  disaster; 

(B)  The  date  the  disaster  occurred; 


(C)  The  county(ies)  affected  by  the 
disaster;  and 

(D)  The  number  of  farmers  affected  in 
each  county. 

(ii)  Obtain  from  the  National  Office: 

(A)  The  State  Director  authorization 
number  (SDAN)  (Example:  N181); 

(B)  The  incidence  period  for  the 
disaster. 

(C)  The  termination  date  for  accepting 
applications;  and 

(D)  The  date  monthly  loan  activity 
reporting  to  the  National  Office  will 
commence. 

(iii)  Notify: 

(A)  Appropriate  County  Supervisor(s) 
to  commence  accepting  EM  loan 
applications  in  the  authorized 
county(ies); 

(B)  The  SEB  chairperson;  and 

(C)  The  news  media  with  appropriate 
announcements. 

(iv)  Send  to  the  National  Office: 

(A)  A  confirmed  copy  of  the 
authorization  memorandum  sent  to  the 
County  Supervisor(s); 

(B)  A  copy  of  the  DAR;  and 

(C)  One  copy  each  of  the  formal 
written  request  from  the  Governor,  or 
the  County  Governing  Body  or  its 
authorized  representative,  or  an  Indian 
Tribal  Council;  and  the  CEB 
recommendation. 

(4)  The  National  Office  will  notify  the 
Secretary  of  Agriculture  and  the 
Director  of  the  Finance  Office  of  the 
action  taken  by  the  State  Director. 

(5)  Upon  notification  from  the  State 
Director  that  EM  loans  are  authorized  in 
a  county,  the  County  Supervisory  will 
pursue  the  course  of  action  described  in 
paragraphs  (a)(3)  (i),  (ii)  and  (v)  of  this 
section.  Applications  for  EM  loans  will 
be  accepted  by  Coimty  Supervisors  only 
after  authorization  by  the  State  Director, 
except  as  provided  in  §  1945.19(c)(6)  of 
this  subpart. 

(d)  Subsequent  natural  disasters.  EM 
actual  loss  loans  will  be  made  available 
when  a  subsequent  natural  disaster(s) 
occurs  in  any  area  which  had  been 
designated/authorized  to  receive  EM 
actual  loss  loan  applications  under 
paragraphs  (a),  (b)  or  (c)  of  this  section 
during  the  same  crop  year,  which 
substantially  affects  the  same  farming 
enterprises  that  suffered  damages  or 
loss  due  to  the  earlier  disaster(s).  When 
a  subsequent  natural  disaster(s)  occurs, 
the  following  actions  will  be  taken: 

(1)  The  County  Supervisor  will  notify 
the  State  Director  and  provide  the  State 
Director  with  completed  Form  FmHA 
1945-27,  stating  the  new  incidence 
period  and  requesting  an  extension  of 
the  termination  date; 

(2)  The  State  Director  will  make  a 
determination,  after  reviewing  Form 
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FmHA  1945-27.  and  advise  the  County 
Supervisor  whether  or  not  losses  from 
the  subsequent  natural  disaster  will  be 
covered  by  the  original  disaster 
designation; 

(3)  The  State  Director  will  notify  the 
National  OfHce  by  a  copy  of  Form 
FmHA  1945-27.  and  request  an 
extension  of  the  termination  date: 

(4)  The  National  Office  will  provide 
the  State  Director  with  a  new  incidence 
period  and  tennination  date,  when 
justified,  in  accordance  with  paragraph 
(f)  of  this  section:  and 

(5)  State  Directors  will  not  authorize 
extensions  for  areas  authorized  earlier  if 
such  extensions  will  result  in  more  than 
25  farmers  in  a  county  being  affected  by 
disasters  in  that  production  year.  When 
the  sum  total  of  farmers  affected  by 
disaster  exceeds  25.  a  secretarial 
designation  will  be  initiated. 

(e)  Continuing  disaster  conditions.  EM 
actual  loss  loans  will  be  available  when 
there  is  a  continuation  of  the  disaster 
conditions  beyond  the  incidence  period 
originally  established  for  an  ongoing 
disasterfs).  such  as,  drought,  flood,  etc., 
in  any  area  eligible  for  EM  actual  loss 
loans  under  paragraphs  (a),  (b)  or  (c)  of 
this  section.  When  a  disasterfs) 
continues,  the  actions  required  by 
paragraphs  (d)  (1).  (2],  (3),  (4)  and  (5)  of 
this  section  will  be  taken. 

(f)  Extension  of  termination  dates. 
Termination  dates  originally  established 
when  EM  loans  are  made  available  may 
be  extended  by  the  National  Ofilce, 
when  justified,  due  to  subsequent 
disasters:  continuing  disasters;  or  when 
losses  or  damages,  due  to  the  original 
disaster  which  were  not  readily 
determinable  at  the  time,  show  up  at  a 
later  date.  These  extensions  will  be  for 
certain  periods,  as  determined 
necessary  by  the  National  Office,  based 
on  the  State  Director’s 
recommendations;  and  will  usually  not 
exceed  60  days. 

(g)  Limitations.  Actions  authorized  by 
paragraphs  (b),  (c),  (d),  (e).  and  (f)  of  this 
section  cannot  be  taken  if  more  than  6 
months  have  passed  since  the  original 
natural  disaster  occurred,  except  when 
the  actions  required  by  paragraph  (b)(2) 
of  this  section  have  been  delayed.  Then 
the  authorization  must  be  no  later  than  9 
months  after  the  natural  disaster. 
However,  if  the  Administrator  finds  that 
an  FmHA  employee(s)  has  not  acted  in  a 
timely  and  appropriate  manner  in 
response  to  a  request  for  a  disaster 
designation/authorization,  he/she  may 
authorize  EM  loans  to  be  made 
available  up  to  12  months  after  the 
occurrence  of  the  natural  disaster. 


S  1945.21  Notification  and  coordination 
requirements. 

After  EM  loans  are  made  available 
under  $  1945.20  of  this  Subpart,  the 
following  actions  will  be  taken 
immediately: 

(a)  By  the  National  Office.  (1)  When 
the  President  declares  a  major  disaster 
or  emergency,  the  Administrator  or 
designee  will  notify  the  following,  in 
writing,  of  the  action  taken  under 
§  1945.20(a)  of  this  subpart: 

(1)  Each  member  of  the  Congress 
(Senate  and  House)  representing  the 
area(s)  involved: 

(ii)  The  Secretary  of  Agriculture; 

(iii)  The  Director  of  the  FmHA 
Finance  Office; 

(iv)  The  FEMA; 

(v)  The  SBA  Central  Office; 

(vi)  The  ASCS  National  Office; 

(vii)  The  FCIC  National  Office;  and 

(viii)  The  OMB. 

(2)  These  notificaticms  will  contain  the 
following  information: 

(i)  The  date  of  the  declaration; 

(ii)  The  name(s)  of  the  county(ies) 
determined  eligible  for  the  EM  loan 
program; 

(iii)  The  nature  of  the  damages  and 
losses;  and 

(iv)  The  termination  date  for  accepting 
EM  loan  applications. 

(3)  Subsequent  to  the  initial 
notification,  weekly  reports  will  be  sent 
to  all  recipients  listed  in  paragraph 
(a)(1)  of  this  section,  except  the 
Congressional  delegates,  informing  them 
of  the  past  week’s  ^saster  declaration/ 
designation/authorization  actions  taken 
by  FmHA.  If  no  actions  are  taken  in  any 
particular  week,  negative  reports  will  be 
made. 

(4)  When  a  natural  disaster  is 
designated  by  the  Secretary  under 
§  1945.20(b]  of  this  Subpart,  the 
Administrator,  through  the  Secretary’s 
Office,  will  simultaneously  notify  all 
those  recipients  listed  in  paragraph 
(a)(1)  of  this  section;  such  notifications 
will  contain  the  itemized  details 
required  in  paragraph  (a)(2]  of  this 
section. 

(5)  When  an  area  is  authorized  by  an 
FmHA  State  Director  for  EM  loans 
under  §  1945.20(c)  of  this  Subpart,  the 
Administrator  or  designee  will 
simultaneously  notify  all  those 
recipients  listed  in  paragraph  (a)(1)  of 
this  section;  such  notifications  will 
contain  the  itemized  details  required  in 
paragraph  (a)(2)  of  this  section. 

(b)  By  the  State  Director.  (1)  Notify 
the  appropriate  Coimty  Supervisor(s)  of 
the: 

(i)  Name(s)  of  the  county(ies) 
declared/designated/ authorized; 

(ii)  Date  declared/designated/ 
authorized; 


(iii)  Disaster  number; 

(iv)  Type  of  disaster; 

(v)  Incidence  period;  and 

(vi)  Termination  date  for  accepting 
applications. 

(2)  Notify  the  State  ASCS  Executive 
Director  of  the  authority  to  make  EM 
loans  and  promptly  have  a  meeting  with 
him/her  to  review  and  implement  the 
provisions  of  the  Memorandum  of 
Understanding  between  ASCS  and 
FmHA  on  Disaster  Assistance,  Exhibit  C 
of  Subparts  B  and  D  of  Part  1945  of  this 
Chapter,  to  arrive  at  a  mutual 
understanding  as  to  how  ASCS  disaster 
program  benefits  are  to  be  handled  in 
conjunction  with  the  processing  of 
FmHA  EM  actual  loss  loans  so  that 
duplication  of  benefits  for  the  same 
losses  are  not  received  by  disaster 
victims; 

(3)  Contact  the  FCIC  Regional  Director 
to  review  the  Memorandum  of 
Understanding  between  FCIC  and 
FmHA,  Exhibit  A  of  Subpart  N  of  Part 
2000  of  this  Chapter  (a  copy  of  which  is 
available  in  any  Fml^  office),  and 
arrive  at  a  mutual  understanding  as  to 
how  FCIC  insurance  payments  are  to  be 
handled  in  conjunction  with  the 
processing  of  ^  actual  loss  loans  so 
that  duplication  of  benefits  for  the  same 
losses  are  not  received  by  disaster 
victims; 

(4)  Make  appropriate  public 
aimouncements,  including  notices  in 
Indian  ’Tribal  Council(s)  news  media. 
However,  if  the  declaration  was  by  the 
President,  under  $  1945.20  (a)  of  this 
Subpart,  news  releases  should  be 
cleared  with  the  FEMA;  and 

(5)  If  the  FEMA  notices  the  State 
Director  that  an  agreement  between  the 
State  and  Federal  Government  (FEMA) 
has  been  made  to  provide  408  grants  in 
a  major  disaster  area  to  those  sufiering 
damages  and  losses  to  housing  and 
personal  property,  who  are  ineligible  for 
disaster  loan  asssistance  through  the 
FmHA  and/or  SBA,  the  following 
actions  will  be  taken: 

(i)  The  State  Director  will  notify  the 
appropriate  County  Supervisoifs)  of  the 
address  and  phone  number  of  the 
nearest  FEMA  office  in  the  Supervisor’s 
area:  and 

(ii)  At  the  close  of  business  each 
week,  the  County  Supervisor  will 
forward  to  the  FEMA  a  list  of  applicants 
claiming  physical  losses  who  do  not 
qualify  for  EM  loan  assistance,  with  the 
reason(s)  they  do  not  qualify. 

(c)  By  the  County  Supervisor.  (1) 
Notify  the  County  ASCS  Executive 
Director  of  the  authorization  and  have  a 
meeting  with  him/her  to  review  and 
implement  the  provisions  of  the 
Memorandum  of  Understanding 
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between  ASCS  and  FmHA  on  Disaster 
Assistance,  Exhibit  C  of  Subparts  B  and 
D  of  Part  1945  of  this  Chapter,  to  arrive 
at  a  mutual  understanding  as  to  how 
ASCS  disaster  program  benefits  and 
other  information  in  ASCS’s  records  will 
be  made  available  and  used  in 
processing  EM  actual  loss  loans.  Also, 
the  County  Supervisor  will  request  that 
information  regarding  the  availability  of 
EM  loans  be  placed  in  the  ASCS’s  news 
letter, 

(2)  Notify  the  County  Governing  Body. 
Indian  Tribal  Council(s)  and  make 
appropriate  public  annoimcements 
including  notices  in  Indian  Tribal 
CounciUs’)  news  media;  and 

(3)  Explain  the  assistance  available 
under  the  EM  program  to  agricultural 
lenders  and  leaders  in  the  area  including 
Indian  agricultural  lenders  and  leaders. 

§§  1945.22-1945.24  IReserved] 

§  1945.25  Relationship  between  FmHA  and 
FEMA. 

(a)  General.  When  a  major  disaster  or 
emergency  declaration  is  made  by  the 
President,  the  FEMA  is  charged  with  the 
responsibility  for  seeing  that  disaster 
assistance  is  made  available  to  disaster 
victims.  Also,  FEMA  is  responsible  for 
coordinating  the  actions  of  other  Federal 
Agencies  who  have  programs  to  provide 
disaster  assistance.  A  Federal 
Coordinatng  Officer  (FCO)  is  appointed 
for  each  major  disaster  or  emergency  to 
coordinate  Federal  assistance  in  the 
disaster  area. 

(b)  Before  the  declaration.  (1)  When  a 
request  for  a  major  disaster  or 
emergency  declaration  is  made  by  the 
Governor  of  a  State,  the  FEMA  through 
its  Regional  Director  is  responsible  for 
obtaining  an  assessment  of  the  losses 
and  damages  to  respond  to  the  request 

(2)  If  the  FEMA  makes  a  request  for 
information  from  FmHA  on  losses  and 
damages  caused  by  a  natural  disaster, 
the  FEMA  representative  will  be 
advised  to  contact  the  SEB  Chairperson. 
The  EOH  provides  that  the  SEB  will 
request  the  CEB  to  prepare  the  DAR. 
State  Directors  and  County  Supervisors 
should  cooperate  with  SEB  and  CEB 
Chairpersons  in  preparing  the  DAR's. 

(c)  After  the  declaration.  Where  a 
major  disaster  has  been  declared  by  the 
President  and  the  FEMA  establishes  a 
disaster  assistance  center(s)  in  the  local 
disaster  area(s): 

(1)  The  SEB  Chairperson  will  be 
responsible  for. 

(i)  Selecting  qualified  USDA 
employees  to  represent  USDA  at  each 
center,  after  consulting  with  other  board 
members  in  making  the  selection.  FmHA 
State  Directors  will  cooperate  with  the 


SEB  Chairpersons  in  seeing  that  centers 
are  properly  staffed: 

(ii)  Orienting  the  selected  employees 
on  all  current  USDA  disaster  programs. 
FmHA  State  Directors  will  cooperate  in 
this  orientation  to  ensure  that  the  USDA 
representatives  at  the  center(s]  are 
familiarized  with  the  FmHA  EM  loan 
program  and  other  FmHA  loan  programs 
that  could  be  of  assistance  to  the 
disaster  victims;  and 

(iii)  Informing  the  FEMA  that  USDA 
'representatives  are  available  to  help  at 
each  of  the  assistance  centers. 

(2)  The  FmHA  State  Director  will  be 
responsible  for  pursuing  the  following 
policy  in  working  with  the  FEMA  and 
the  FCO  by: 

(i)  Authorizing  receipt  of  EM  loan 
applications  in  the  counties  named  by 
the  FEMA.  However,  no  EM  loan  can  be 
approved  until  the  National  Office  has 
given  such  notification  according  to 

1 1945.20(a)(1)  of  this  subpart; 

(ii)  Attending  or  delegating  a 
representative  to  attend  any  meeting(s) 
called  by  the  FCO  to  discuss  Federal 
assistance  under  the  disaster 
declaration; 

(iii)  Advising  the  FCO  to  contact  the 
S^  Chairperson,  if  a  request  is  made  by 
the  FCO  for  FmHA  employees  to  help 
staff  the  FEMA’s  Disaster  Assistance 
Centers;  and 

(iv)  Advising  the  FCO  that  reports  on 
FmHA  EM  loan  activity  will  be  provided 
periodically,  if  requested,  but  not  more 
often  than  once  a  week. 

§  1945.26  Relationship  between  USDA, 
FmHA  and  SBA. 

(a)  General.  Pub.  L  94-305  authorized 
SBA  to  assist  farmers  under  its  physical 
disaster  and  economic  injury  loan 
programs;  and  Pub.  L  96-302  increased 
FmHA’s  responsiblity  to  meet  the 
financial  and  other  needs  of  farmers 
caused  by  disasters.  It  is  the  policy  of 
USDA  and  FmHA  to  cooperate  with 
SBA  in  the  use  of  each  Agency’s 
respective  loan  making  authorities,  both 
disaster  type  and  regular  authorities,  to 
compliment  the  activities  of  each  other, 
and,  to  the  extent  possible,  improve  the 
delivery  of  disaster  assistance  to  the 
agricultural  segment  of  the  country. 

(b)  How  SBA  disaster  loans  are  made 
available.  SBA  physical  and  economic 
injury  disaster  loans  are  available  in 
counties; 

(1)  Named  by  the  FEMA  under  a 
major  disaster  or  emergency  declaration 
by  the  President;  or 

(2)  Declared  by  the  SBA 
Administratror. 

(c)  Notification  of  SBA  disaster  areas. 
The  SBA  Central  Office  will  notify  the 
FmHA  National  Office  when  its  disaster 
loan  program  is  made  available.  The 


National  Office  will  advise  State 
Directors,  by  letter,  of  the  SBA  disaster 
areas  and  State  Directors  will  notify  the 
appropriate  County  Supcrvisor(s). 

(d)  “Memorandum  of  Understanding 
Between  SBA  and  FmHA  Pertaining  to 
Disaster  Loan  Assistance  Programs  ”. 
Exhibit  B  of  Subparts  B  and  D  of  Part 
1945  is  a  Memorandum  of 
Understanding  between  SBA  and  FmHA 
pertaining  to  Disaster  Loan  Assistance 
Programs,  which  was  entered  into  on 
September  26, 1980,  and  which  sets  forth 
how  and  to  what  extent  the  two 
agencies  will  cooperate  in  serving  the 
farm  and  rural  communities  affected  by 
disasters. 

§  1945.27  Relationship  between  FCIC  and 
FmHA. 

(a)  General.  Exhibit  A  of  Subpart  N  of 
Part  2000  of  this  Chapter  (a  copy  of 
which  is  available  in  any  FmHA  office) 
is  a  Memorandum  of  Understanding 
between  FCIC  and  FmHA.  This 
Memorandum  of  Understanding  is 
intended  to  assist  in  maintaining  and 
improving  the  working  relationship 
between  the  FCIC  and  the  FmHA  by 
providing  encouragement  to  regular 
FmHA  borrowers  to  use  Federal  crop 
insurance,  where  available;  requiring 
certain  operating  type  emergency  loan 
borrowers  to  obtain  and  maintain 
Federal  Crop  Insurance,  where 
available;  assisting  FmHA  borrowers  to 
obtain  crop  or  other  agricultural 
commodity  insurance  coverage;  and 
exchanging  information  essential  to  the 
elimination  of  duplicating  compensatory 
disaster  benefits  from  the  FCIC  and 
FmHA  for  the  same  disaster  losses. 

(b)  Annual  meeting  with  FCIC.  FmHA 
State  Directors  will  meet  with  FCIC 
Regional  Directors  at  least  once  each 
year  to  review  the  Memorandum  of 
Understanding  and  rededicate  their 
efforts  and  those  of  their  respective 
Agency  employees  to  comply  with  the 
agreements  contained  in  the 
Memorandum  of  Understanding. 

(c)  Contact  after  EM  actual  loss  loans 
are  made  available.  After  each  disaster 
when  EM  loans  are  made  available. 
State  Directors  are  required  to  promptly 
contact  the  FCIC  Regional  Director  to 
review  the  Memorandum  of 
Understanding  and  agree  on  how  each 
agency  will  fulfill  its  responsibilities  in 
dealing  with  the  disaster  situation. 

(d)  Notification  to  County  Offices. 
State  Directors  will  provide  instructions 
for  actions  to  be  taken  by  County 
Supervisors  in  maintaining  a  go(^ 
working  relationship  with  the  FCIC 
staff. 
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Sl945.28-§  1945.29  [Reserved] 

S  ]945.30  FmHA  Emergency  Loan  Support 
Teams  (ELST). 

(a)  Use  ofELSTs.  ELSTs  are  to  be 
used  when  a  disaster  warrants 
immediate  attention  by  FmHA  in 
implementing  the  EM  loan  program. 

Also,  ELSTs  are  used  when  such 
unusually  large  numbers  of  EM  loan 
applications  are  received  that  personnel 
from  other  areas  are  required  to  be 
temporarily  assigned  to  assist  in 
rendering  prompt  service  to  the  affected 
area(s]. 

(b)  State  Office  ELST.  Each  State 
Director  shall  form  an  ELST  to  be 
deployed,  when  needed,  in  areas 
affected  by  a  major  disaster. 

Presidential  emergency,  or  a  natural 
disaster.  ELSTs  shall  assist  the  State 
Directors  in  expediting  the  making  of 
EM  loans  to  disaster  victims. 

(1)  State  Directors  shall  use  the  ELSTs 
formed  in  their  State(s)  and  all  other 
FmHA  personnel  within  their  State(s)  in 
making  EM  loans  available.  If  additional 
help  is  needed  beyond  that  available  in 
the  State,  including  the  use  of  overtime, 
temporary  personnel,  and/or  private 
contractors,  the  State  Director  shall 
advise  the  National  Office  of  these 
needs  and  request  assistance. 

(2)  Upon  request  of  a  State  Director, 
the  Assistant  Administrator,  Farmer 
Programs,  will  consider  detailing  ELSTs 
from  other  States  to  assist  in  the  making 
of  EM  loans. 

(3)  State  ELSTs  will  consist  of  a  team 
leader  and  team  members,  selected  by 
the  State  Director. 

(i)  The  State  ELST  can  include  Farmer 
Programs  Specialists,  County  and 
Assistant  County  Supervisors,  Office 
Management  Assistants,  Coimty  Office 
Assistants,  and  County  Office  Clerks. 

(ii)  So  that  no  one  person  or  County 
Office  unit  bears  an  unfair  burden.  State 
team  members  will  be  changed  from 
time  to  time. 

(iii)  Team  members  will  provide 
training  in  EM  loan  making  and  EM  loan 
servicing  to  all  County  Office 
employees. 

(iv)  District  Directors  are  responsible 
for  notifying  the  State  Director  of  any 
need  to  change  a  team  member  within 
their  district. 

(4)  State  ELSTs  will  be  trained  as 
follows: 

(i)  The  National  Office  will  hold 
training  meetings  or  workshops  for  ELST 
leaders  as  needed;  and 

(ii]  State  ELST  leaders  will  be 
responsible  for  training  and  keeping  the 
State  team  and  all  other  State  personnel 
currently  informed  on  all  phases  of  EM 
loans. 


(5)  Each  State  Director  will  issue  a 
State  Supplement  establishing  an  ELST 
for  the  State(s)  under  his/her 
jurisdiction.  This  Supplement  will  name 
the  team  leader  and  all  members.  A 
copy  of  this  Supplement  will  be  sent  to 
the  National  Office,  Attention:  Director, 
Emergency  Loan  Division. 

(c)  National  Office  ELST  Leaders.  The 
National  Office  has  established  a  cadre 
of  ELST  team  leaders. 

(1)  National  Office  team  leaders  will 
be  used  as  follows: 

(1)  Training  of  FmHA  field  personnel, 
other  USDA  personnel,  and  temporary 
personnel  in  the  making  of  EM  loans; 

(ii)  Assisting  State  Directors  in  the 
organizing  and  expediting  of  assistance 
to  eligible  disaster  victims;  and 

(iii)  Leading  ELSTs  in  areas  with  an 
unusually  large  volume  of  EM  loan 
applications. 

(2]  Upon  request  from  a  State 
Director,  the  Assistant  Administrator, 
Farmer  Programs,  will  consider  detailing 
one  or  more  National  Office  team 
leaders  to  assist  in  the  training  of 
personnel  and  organizing  of  EM  loan 
processing  activities. 

§  1945.31  FmHA  Emergency  Loan 
Assessment  Teams  (ELAT). 

In  widespread  disaster  areas  where 
large  numbers  of  EM  loan  applications 
are  being  received,  the  State  Director 
will  deploy  ELATs  to  the  affected  areas 
to  monitor  EM  loan  processing 
activities,  in  order  to  minimize  loan 
errors,  especially  in  loss  calculations 
and  eligibility  determinations.  The  tecun 
leader  will  keep  the  State  Director 
informed  by  telephone  and  by 
submission  of  weekly  written  reports, 
setting  forth  the  problems  discovered 
and  the  corrective  actions  taken  or  to  be 
taken.  Such  teams  will  be  composed  of 
State  Office  Farmer  Programs  staff 
members.  District  Directors  or  Assistant 
District  Directors,  Office  Management 
Assistants,  and  auditors  from  the  Office 
of  Audit,  if  they  desire  to  participate. 
State  Directors  will  monitor  the  handling 
of  this  quality  control  measure  and 
report  their  findings  to  the  National 
Office. 

§§  1945.32-1945.34  [Reserved] 

§  1945.35  Special  EM  loan  training. 

(a)  General.  When  it  is  evident  that  a 
large  number  of  farmers  were  affected 
by  a  widespread  disaster  in  a  State,  the 
National  Office  will  send  a  qualified 
representative  from  the  Emergency  Loan 
Division  to  the  State  to  assist  the  State 
Director  in  conducting  a  training 
meeting(s}  with  State,  District  and 
County  employees,  provided  there  has 
not  been  a  recent  training  meeting  in 
that  State. 


(b]  Purpose.  A  good  training  program 
is  a  must  in  disaster  areas.  This  program 
should  adequately  instruct  State  and 
County  Office  persoimel  so  that  when 
the  training  is  completed  they  will  be 
well  qualified  to  process  EM  loans 
without  undue  delay.  The  training 
meeting  will  last  2  days  (16  hours]  and 
include  a  workshop  and  a  test. 

(c]  Objective.  The  basic  objective  of 
this  training  program  is  to  keep  State 
and  County  personnel  properly  trained 
in  the  currently  correct  methods  of  EM 
loan  processing  and  loan  making.  This 
will  result  in  more  expeditious  service  to 
disaster  victims  during  critical  times  and 
minimize  erroneous  interpretations  of 
regulations  by  FmHA  employees  in 
administering  the  EM  loan  program. 

(d]  Comprehensive  EM  loan  training 
package.  A  comprehensive  EM  loan 
training  package  has  been  developed  for 
use  by  National  Office  and  State  Office 
personnel  in  training  all  EM  loari  writers 
(both  regular  and  temporary  employees). 
This  parage,  including  an  application 
kiL  will  be  used  for  the  EM  loan  training 
meetings,  and  any  subsequent  EM  loan 
training  meetings  conducted  by  State  or 
District  personnel. 

§§  194S.36-1945.44  [Reserved] 

§  1945.48  FuMc  information  function. 

A  good  public  information  program  is 
a  must  in  disaster  areas.  This  program 
should  inform  farmers  and  the  general 
public  when  and  where  EM  loans  are 
available.  Also,  the  information  will 
state  the  EM  loan  objectives,  eligibility 
requirements,  and  type  of  assistance 
available.  Public  information  functions 
will  be  performed  according  to  Exhibit 
A  of  Subpart  B  of  Part  2015  of  this 
chapter,  which  is  available  in  any 
FmHA  office. 

§§1945.46-1945.50  [Reserved] 

•  •  «  •  * 

3.  The  title  of  Subpart  B  is  revised  to 
read  as  follows: 

Subpart  B— Emergency  Loan  Policies, 
Procedures  and  Authorizations  for 
Those  Applications  Associated  With 
Disaster  Designations  Having  a 
Beginning  Incidence  Period  Date  Prior 
to  May  26, 1981 

4.  In  §  1945.66,  paragraphs  (b](2]  (i] 
and  (ii),  (d)  and  (e)  are  revised  to  read 
as  follows: 

§  1945.66  Loan  purposes. 

*  *  «  *  * 

(b)  Annual  production  purposes. 

***** 

(2)  *  *  * 
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(i)  Borrowers  with  loans  outstanding 
for  any  EM  purpose  on  December  15, 

1979,  may  receive  subsequent  EM  loans 
for  annual  production  purposes, 
provided  no  more  than  five  subsequent 
EM  annual  production  loans  are  made 
per  disaster,  and  provided  they  are 
made  within  six  full  calendar  years  after 
the  disaster  authorization  date. 

(ii)  Borrowers  not  having  outstanding 
EM  loans  on  December  15, 1979,  may 
receive  subsequent  EM  loans  for  annual 
production  purposes,  provided  no  more 
than  two  subsequent  EM  annual 
production  loans  are  made  per  disaster, 
and  provided  they  are  made  within 
three  full  calendar  years  after  the 
disaster  authorization  date. 

*  *  «  *  • 

(d)  Annual  production  and  major 
adjustment  loan  indebtedness  ceiling. 

The  total  combined  annual  production 
and  major  adjustment  loan(s)  principal 
indebtedness  owed  by  a  borrower, 
insured  and/or  guaranteed,  cannot 
exceed  $1,000,000  at  any  time  during 
fiscal  year  1981,  regardless  of  the 
number  of  disasters  under  which  an 
applicant  may  qualify.  During  fiscal  year 
1982,110  such  loan  assistance  may  be 
made  or  guaranteed  in  an  amount  that 
would  cause  the  combined  total  of 
unpaid  principal  indebtedness  to  exceed 
$500,000;  and  during  fiscal  year  1983, 
and  all  fiscal  years  thereafter,  no  such 
loan  assistance  may  be  made  or 
guaranteed  in  any  amount.  However, 
borrowers  with  EM  loans  outstanding  on 
December  15, 1979,  may  receive 
subsequent  EM  armual  production  loans 
according  to  the  provisions  of  paragraph 
(b)  of  this  section  in  amounts  necessary  • 
to  continue  their  normal  farming 
operationjs],  without  regard  to  this 
indebtedness  ceiling. 

(e)  Relationship  with  Ecomonic 
Emergency  (EE)  loans.  When  an  EM 
loan(s)  for  annual  production  and/or 
major  adjustment  purposes  is  made  at 
the  same  time  as,  or  after,  an  EE  loan, 
the  EE  loan  (outstanding  principal  only) 
will  be  subtracted  from  the  loan  ceilings 
set  out  in  paragraph  (d)  of  this  section. 
The  difference  is  the  maximum  loan 
which  can  be  made  for  EM  annual 
production  and/or  major  adjustment 
loan  purposes.  However,  borrowers 
indebted  for  any  EM  loan  on  December 
15, 1979,  will  not  have  the  amount  of  the 
EE  loan  subtracted  from  apy  subsequent 
EM  annual  production  loan. 

5.  In  §  1945.69,  paragraph  (t)  is  added 
to  read  as  follows; 

§  1945.69  Security  requirements. 
***** 

(t)  Applicants  who  can  get  credit 
elsewhere.  Those  applicants  who  are 


able  to  get  credit  elsewhere  will  be 
required  to  pledge  only  that  amount  of 
security  necessary  to  fully  secure  the 
loan  and  assure  that  the  Government’s 
interest  will  be.adequately  protected. 

§  1945.80  [Amended] 

6.  In  §  1945.80,  paragraphs  (c)  and  (d) 
are  removed. 

7.  Subpart  D  is  added  and  reads  as 
follows; 

*  •  •  •  • 

Subpart  D— Emergency  Loan  Policies, 
Procedures  and  Authorizations  for 
Applications  Associated  With  FmHA 
Disaster  Designations  Having  a  Beginning 
Incidence  Period  Date  on  or  After  May  26, 
1981 

Sec. 

1945.151  Introduction. 

1945.152  Program  objectives. 

1945.153  [Reserved] 

1945.154  Definitions  and  abbreviations. 

1945.155  Relationship  between  FmHA  and 
other  federal  agencies. 

1945.156  The  test  for  credit  and  certification 
requirements  for  availability  of  credit 
elsewhere. 

1945.157-1945.160  [Reserved] 

1945.161  Receiving  and  processing 
applications. 

1945.162  Eligibility  requirements. 

1945.163  Determining  qualifying  losses, 
eligibility  for  actual  loss  loan(s]  and  the 
maximum  amount  of  actual  loss  loan(s], 
annual  production  and  major  adjustment 
loan(s). 

1945.164-1945.165  [Reserved] 

1945.166  Loan  purposes. 

1945.167  Loan  limitations  and  special 
provisions. 

1945.168  Rates  and  terms. 

1945.169  Security  requirements. 
1945.170-1945.172  [Reserved] 

1945.173  General  provisions — compliance 
requirements. 

1945.174  [Reserved] 

1945.175  Options,  planning,  and  appraisals. 
1945.176-1945.179  [Reserved] 

1945.180  County  Committee  certification. 

1945.181  [Reserved] 

1945.182  Loan  docket  preparation. 

1945.183  Loan  approval  or  rejection. 

1945.184  [Reserved] 

1945.185  Actions  after  loan  approval. 
1945.186-1945.187  [Reserved] 

1945.188  Chattel  lien  search. 

1945.189  Loan  closing. 

1945.190  Revision  of  the  use  of  EM  loan 
funds. 

1945.191  [Reserved] 

1945.192  Loan  servicing. 

1945.193-1945.200  [Reserved] 
***** 


Subpart  D>-Emergency  Loan  Policies, 
Procedures  and  Authorizations  for 
Applications  Associated  With  FmHA  * 
Disaster  Designations  Having  a 
Beginning  incidence  Period  Date  on  or 
After  May  26, 1981 

S  1945.151  Introduction. 

(a)  Policy.  This  Subpart  prescribes  the 
policies,  procedures,  and  authorizations 
of  the  Farmers  Home  Administration 
(FmHA)  for  making  Insiu'ed  Emergency 
(EM)  Loans  to  farmers,  ranchers,  and 
aquaculture  operators  (hereinafter 
referred  to  as  farmers).  FmHA’s  policy  is 
to  make  loans  to  any  otherwise  qualified 
applicant  without  regard  to  race,  color, 
religion,  sex,  national  origin,  marital 
status,  age,  or  physical/mental  handicap 
(provided  the  applicant  can  execute  a 
legal  contract).  These  regulations  apply 
to  borrowers  and  FmHA  personnel 
involved  in  making  EM  loans. 

(b)  Program  administration.  The 
County  Supervisor  is  the  local  contact 
person  for  loan  processing  and  servicing 
activities. 

§  1 945. 1 52  Program  objectives. 

The  objective  of  EM  loans  is  to 
provide  financial  assistance  to  cover 
actual  losses  sustained  by  eligible 
farmers,  make  major  adjustments,  and 
provide  annual  production  credit  so  that 
they  can  maintain  sound  farming 
operations  after  they  have  sustained 
substantial  losses  as  a  result  of  an 
authorized  disaster.  EM  loans  are  made 
to  assist  eligible  disaster  victims  in 
sustaining  and  rehabilitating  their 
normal  operations.  This  objective  will 
be  accomplished  through  the  extension 
of  credit  and  such  supervisory 
assistance  as  is  determined  necessary  to 
achieve  the  objectives  of  the  loan  and 
protect  the  Government’s  interest. 
Supervisory  assistance  will  be  given  in 
accordance  with  the  provisions  of 
Subpart  B  of  Part  1924  of  this  Chapter. 

§1945.153  [Reserved] 

§  1945.154  Definitions  and  abbreviations. 

(a)  Definitions.  (1)  Applicant.  The 
person  or  entity  carrying  on  the  farming 
operation  at  the  time  of  the  disaster  and 
requesting  EM  loan  assistance  firom 
FmHA. 

(2)  Approval  official.  An  FmHA 
official  who  has  been  delegated  loan 
and  grant  approval  authorities  within 
applicable  loan  programs,  subject  to  the 
dollar  limitations  contained  in  tables 
available  in  any  FmHA  Office  (see 
FmHA  Instruction  1901-A,  Exhibit  C). 

(3)  Aquaculture.  The  husbandry  of 
aquatic  organisms  in  a  controlled  or 
selected  environment.  Aquatic 
organisms  are  fish  (the  term  “fish” 
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includes  any  aquatic  gilled  animal 
commonly  known  as  "fish,”  as  well  as 
mollusks,  crustaceans,  or  other 
invertebrates  produced  under  controlled 
conditions — that  is,  feeding,  tending, 
harvesting,  and  such  other  activities  as 
are  necessary  to  properly  raise  and 
market  the  products — in  ponds,  lakes, 
streams,  or  similar  holding  areas), 
amphibians,  reptiles,  or  acquatic  plants. 
An  aquaculture  operation  is  considered 
to  be  a  farm  only  if  it  is  conducted  on 
grounds  which  the  applicant  owns, 
leases,  or  has  an  exclusive  right  to  use. 
An  exclusive  right  to  use  must  be 
evidenced  by  a  permit  issued  to  the 
applicant  and  the  permit  must 
specifically  identify  the  waters  available 
to  be  used  by  the  applicant  only. 

(4)  Borrower.  All  parties  liable  for  the 
loan  or  any  part  thereof. 

(5)  Calendar  year.  The  12-month 
period  beginning  January  1  and  ending 
December  31. 

(6)  Consolidate.  To  combine  and 
reschedule  the  rates  and  terms  of  two  or 
more  EM  loans  made  for  operating 
purposes.  This  also  may  include  a  new 
EM  loan  made  for  operating  purposes. 

(7)  Cooperative.  An  entity  which  has 
farming  as  its  purpose  and  whose 
members  have  agreed  to  share  the 
profits  of  the  farming  enterprise.  The 
entity  must  be  recognized  as  a  farm 
cooperative  by  the  laws  of  the  State(s) 
in  which  the  entity  will  operate  a 
farm(s). 

(8)  Corporation.  For  the  purpose  of 
this  Subpart,  a  private  domestic 
corporation  recognized  as  a  corporation 
and  authorized  to  carry  on  farming, 
ranching,  or  aquaculture  operations 
under  the  laws  of  the  State(s)  in  which 
the  entity  will  operate  a  farm(s). 

(9)  Deferment.  To  postpone  the 
payment  of  interest  in  part  and/or 
principal  in  whole  or  in  part. 

(10)  Eligible  area.  A  county  or  similar 
political  subdivision  in  which  EM  loans 
are  made  available. 

(11)  Established  farmer.  An  individual 
or  a  principal  of  a  legal  entity  who  was 
actively  participating  in  the  operation 
and  management  of  the  farming 
operation  at  the  time  of  the  disaster, 
spends  a  substantial  portion  of  time  in 
carrying  out  the  farming  operation,  and 
had  planted  a  crop  or  had  purchased 
livestock  which  were  on  the  farm  at  the 
time  of  the  disaster.  If  the  applicant  is  a 
cooperative,  a  corporation  or  a 
partnership,  it  must  be  primarily 
engaged  in  farming,  i.e.,  the  entity 
applicant  must  derive  over  fifty  percent 
(50%)  of  its  gross  income  from  the 
farming  operation. 

(12)  Family  size  farm.  A  farm  which: 

(i)  Produces  agricultural  commodities 

for  sale  in  sufficient  quantities  so  that  it 


is  recognized  in  the  community  as  a 
farm  rather  than  a  rural  residence. 

(ii)  Provides  enough  agricultural 
income  by  itself,  including  production 
from  rented  land,  or  together  with  any 
other  dependable  income,  to  enable  the 
borrower  to: 

(A)  Pay  necessary  family  living  and 
farm  operating  expenses: 

(B)  Maintain  essential  chattel  and  real 
property;  and 

(C)  Pay  debts. 

(iii)  Is  managed  by: 

(A)  The  borrower,  when  a  loan  is 
made  to  an  individual. 

(B)  The  members,  stockholders  or 
partners  responsible  for  operating  the 
farm  when  a  loan  is  made  to  a 
cooperative,  corporation  or  partnership. 

(iv)  Has  a  substantial  amount  of  the 
labor  requirements  for  the  farm  and 
nonfarm  enterprises  provided  by: 

(A)  The  borrower  and  any  family 
member  for  a  loan  made  to  an 
individual. 

(B)  The  members,  stockholders  or 
partners  who  are  responsible  for 
operating  the  farm,  and  the  families  of 
these  members,  stockholders  or 
partners,  for  a  loan  made  to  a 
cooperative,  corporation  or  partnership. 

(v)  May  use  a  reasonable  amount  of 
full-time  hired  labor  and  seasonal  labor 
during  peak  workload  periods. 

(13)  Farm.  A  tract  or  tracts  of  land, 
improvements,  and  other  appurtenances 
considered  to  be  farm  property  which 
are  used  or  will  be  used  in  the 
production  of  crops  or  livestock.  This 
includes  aquaculture  operations  which 
meet  the  requirements  set  forth  in 
paragraph  (a)(3)  of  this  section  and 
includes  nonfarm  operations  which  meet 
the  requirements  set  forth  in  paragraph 
(a)(22)  of  this  section.  It  also  includes  a 
residence  which,  although  physically 
separate  from  the  farm  acreage;  is 
ordinarily  treated  as  a  part  of  the  farm 
in  the  local  community. 

(14)  Farmer.  One  who  conducts  a 
farming  or  ranching  enterprise.  One  who 
actively  manages  an  aquatic  operation 
or  performs  such  duties  as  are  necessary 
to  properly  raise  and  market  the 
products  of  an  aquatic  operation.  A 
farmer  can  be  an  individual,  a 
cooperative,  a  corporation,  or  a 
partnership. 

(15)  Farming  enterprise.  The  business 
of  producing  and  marketing  crops, 
livestock,  livestock  products,  and 
aquatic  organisms  through  the 
utilization  and  management  of  land, 
water,  labor,  capital,  and  basic  raw 
materials. 

(i)  Single  enterprise.  An  enterprise 
which  constitutes  an  integral  part  of  an 
applicant’s  total  farming  operation.  The 


following  are  examples  of  single 
enterprises: 

(A)  All  cash  field  crops; 

(B)  All  cash  vegetable  crops; 

(C)  All  cash  fruit  and  nut  crops; 

(D)  All  feed  crops  fed  by  applicant; 

(E)  Beef  operations; 

(F)  Dairy  operations: 

(G)  Hog  operations: 

(H)  Poultry  operations; 

(I)  Aquaculture  operations:  and 

(J)  All  other  operations  (/.e.,  trees 
grown  for  timber,  etc.) 

Note. — Some  crops  such  as  com  may  be 
produced  as  a  cash  or  feed  crop.  In  such 
cases  the  actual  acres  produced  for  each 
purpose  for  the  best  4  of  the  past  5  years  will 
be  used  in  determining  production  losses  for 
each  single  enterprise. 

(ii)  Basic  part  of  a  farming  operation. 
Any  single  enterprise  which  normally 
generates  sufficient  income  to  be 
considered  essential  to  the  success  of 
the  total  farming  operation. 

(16)  Fixture.  Generally,  an  item 
attached  to  a  building  or  other  structure 
or  to  land  in  such  a  way  that  it  cannot 
be  removed  without  defacing  or 
dismantling  the  structure,  or 
substantially  damaging  the  item  itself. 

(17)  Hazard  insurance.  Includes 
coverage  against  losses  due  to  fire, 
windstorm,  lightning,  hail,  explosion, 
business  interruption,  riot,  civil 
commotion,  aircraft,  vehicles,  marine, 
smoke,  builder’s  risk,  public  liability, 
property  damage,  flood  or  mudslide, 
workman’s  compensation,  or  any  simitar 
insurance  that  is  available  and  needed 
to  protect  the  security,  or  that  which  is 
required  by  law. 

(18)  Incidence  period.  The  specific 
date  or  dates  during  which  a  disaster 
occured. 

(19)  Insured  loan.  An  EM  loan  made 
directly  by  FmHA  as  lender  firom  the 
Agricultural  Credit  Insurance  Fund,  and 
serviced  by  FmHA  personnel. 

(20)  Majority  or  controlling  interest 
Any  individual  or  a  combination  of 
individuals  owning  more  than  a  50 
percent  interest  in  a  cooperative, 
corporation,  or  partnership. 

(21)  Market  value.  The  amount  which 
a  willing  buyer  would  pay  a  willing,  but 
not  forced,  seller  in  a  competely 
voluntary  sale. 

(22)  Nonfarm  enterprise.  Any  business 
enterprise,  including  a  recreational 
enterprise,  which  provides  less  than  50 
percent  of  the  total  net  income  fix)m  all 
sources  (farm  and  nonfarm),  which  is 
needed  to  supplement  farm  income.  It 
must  provide  goods  or  services  for 
which  there  is  a  need  and  a  reasonably 
reliable  market. 

(23)  Normal  year’s  production.  The 
normal  year’s  yield  per  acre  or 
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production  per  animal  is  established  by 
eliminating  the  poorest  year  of  the  5- 
year  production  history  immediately 
preceding  the  disaster  and  averaging  the 
remaining  4  years'  production.  The 
applicant  must  select  the  year  to  be 
eliminated.  The  year  selected  to  be 
eliminated  must  be  the  same  year  for  all 
farm  commodities  (i.e.,  all  crops, 
livestock  and  livestock  products),  which 
constituted  a  part  of  the  applicant’s 
farming  operation  that  year.  A  State 
Supplement  will  be  issued  to  establish  a 
uniform  source(s)  of  data  for  use  when 
county  or  State  average  yield  per  acre  or 
production  per  animal  data  is  used  in 
determining  an  applicant's  normal 
year’s  production.  This  State 
Supplement  will  use  records  provided 
by  the  USDA  State  Crop  and  Livestock 
Reporting  service,  when  available:  if 
these  records  are  not  available, 
statistical  data  b'om  similar  State  or 
Federal  bodies  may  be  used.  When  this 
information  is  published  by  county, 
county  averages  will  be  used.  If 
published  only  by  the  State,  the  State 
average  will  be  used  throughout  the 
State.  In  those  States  where  neither  a 
county  nor  State  average  is  published 
for  an  agricultural  commoditj'fies),  the 
State  Director,  with  the  advice  of 
representatives  of  other  Federal  and 
State  agricultural  agencies,  will 
establish  county  or  State  averages  and 
advise  County  Offices  of  these  averages 
in  a  State  Supplement  State  Directors 
and  Farmer  l^ograms  Chiefs  in 
adjoining  States  will  consult  with  each 
other  before  releasing  these  figures.  An 
applicant  must  select  and  use  data  from 
the  production  record  source(s)  as  set 
out  in  paragraphs  (a)(23)  (i),  (ii),  and  (Hi) 
of  this  section  in  the  order  of  priority  as 
listed.  This  data  will  be  used  in 
determining  the  applicant's  normal 
year’s  production  for  all  farm 
commt^ities  produced  on  all  farms 
operated  by  the  applicant  in  the  disaster 
year,  except  that  for  tobacco  under 
ASCS  acreage-poundage  control,  the 
pounds  per  acre  allotment  as  authorized 
by  ASCS  for  the  disaster  year  will  be 
used  as  the  applicant’s  normal  year’s 
production.  Tlie  applicant  will  identify, 
on  Form  FmHA  1945-22,  the  production 
record  source(s)  to  be  used  in 
determining  the  normal  year’s 
production.  The  priority  order  of 
production  record  use  is: 

(i)  The  applicant’s  actual  reliable  farm 
records. 

(ii)  The  Agriculture  Stabilization  and 
Conservation  Service  (ASCS) 
established  yields.  When  this 
production  record  source  is  used,  an 
applicant  need  provide  production  data 
for  only  the  disaster  year.  This 


production  record  source  will  be  used 
only  if  the  applicant’s  actual  reliable 
farm  records  are  not  available. 

(iii)  County  or  State  averages.  When 
this  production  record  source  is  used  an 
applicant  need  provide  production  data 
for  only  the  disaster  year.  This 
production  record  source  will  be  used 
only  if  neither  the  applicant’s  actual 
reliable  farm  records  nor  ASCS 
established  yields  are  available. 

(iv)  Combinations  of  the  production 
record  sources  in  priority  of  availability 
as  listed  in  paragraphs  (a)(23)  (i).  (ii)  and 
(iii)  of  this  section,  provided  the 
applicant  has: 

(A)  Farmed  for  fewer  than  6 
production  years;  or 

(B)  Conducted  different  farming 
enterprises  and/or  produced  difrerent 
agricultural  commodities  from  those 
conducted  and/or  produced  in  the 
disaster  year,  for  one  or  more  of  the  5 
years  prior  to  the  disaster. 

(24)  Partnership.  An  entity  consisting 
of  individuals  or  entities  who  have 
agreed  to  operate  a  fann.  The  entity 
must  be  recognized  as  a  partnership  by 
the  laws  of  the  State(s)  in  which  the 
entity  will  operate  a  farm,  and  must  be 
authorized  to  own  both  real  and 
personal  property  and  to  incur  debts  in 
its  own  name. 

(25)  Physical  loss.  Damages  to  or 
destruction  of  physical  property 
including  farmland  (except  sheet 
erosion);  structures  on  the  land  such  as 
buildings,  fences,  dams,  etc.;  machinery, 
equipment,  and  tools:  livestock; 
livestock  products;  harvested  crops;  and 
supplies. 

(26)  Principal  Members,  Stockholders, 
and  Partners.  Any  member,  stockholder, 
or  partner  owning  or  controlling  a  10 
percent  interest  in  a  cooperative, 
corporation,  or  partnersUp  is  considered 
a  principal  member,  principal 
stockholder,  or  principed  partner.  If  no 
member,  stockholder,  or  partner  owns  or 
controls  at  least  a  10  percent  interest,  all 
members,  partners,  or  stockholders  will 
be  considered  principal  members, 
partners,  or  stockholders. 

(27)  Production  loss.  The  reduction  in 
normal  production,  directly  attributable 
to  the  natural  disaster,  of  yield  per  acre 
and/or  quality  of  crops  produced,  of 
quantity  and/or  quality  of  livestock 
products  produced  per  animal  unit,  and 
of  weight  gain  and/or  natural  increase 
in  numbers  of  livestock  units. 

(28)  Qualifying  disaster.  A  major 
disaster.  Presidential  Emergency,  or 
natural  disaster  as  defined  in  Subpart  A 
of  Part  1945  of  this  chapter. 

(29)  Qualifying  physical  loss.  To 
quality  for  EM  loan  assistance,  the 
damaged  or  destroyed  physical  property 
must  be  essential  to  the  successful 


operation  of  the  farm,  and  if  it  is  not 
repaired  or  replaced,  the  farmer  would 
be  unable  to  continue  operations  on  a 
reasonably  sound  basis. 

(30)  Qualifying  production  loss.  To 
qualify  for  EM  loan  assistance  based  on 
production  losses,  the  production  loss 
an  applicant  sustained  from  the  disaster 
must  be  equivalent  to  at  least  a  30 
percent  loss  of  normal  per  acre  or  per 
animal  production  in  any  single 
enterprise  which  is  a  basic  part  of  the 
total  farming  operation.  Losses  of 
livestock  increases,  e.g.,  calves,  pigs, 
etc.,  are  considered  production  losses, 
except  when  live  animals  are  destroyed. 
When  an  animal  is  killed,  lost  or  sold 
because  of  injury  or  reduced  production 
potential  caused  by  the  disaster,  it  is 
considered  a  physical  loss.  Reductions 
in  the  production  of  livestock,  livestock 
products  or  reductions  in  weight  gains  of 
animals,  due  to  homegrown  feed  crop 
and/or  pasture  losses,  will  not  be 
considered  production  losses  when 
replacement  feed  is  available  to 
purchase,  regardless  of  the  cost  of  that 
feed  (normally  production  losses  to 
livestock  enterprises  will  be  based  on 
feed  crop  and  pasture  losses).  When  the 
disaster  has  severely  disrupted  the  usual 
feeding  schedule  of  a  livestock 
enterprise  because  of  extended  utility 
failure  or  inaccessibility  to  the  livestock, 
losses  in  production  of  milk,  eggs, 
weight  losses,  etc.,  may  be  considered 
as  production  losses.  Ifroduction  losses 
will  be  calculated  based  on  the 
reduction  from  normal  which  occurs 
during  the  disruption  period  and  the 
period  needed  to  bring  production  back 
up  to  the  normal  level. 

(31)  Reamortize.  To  rearrange  the 
payments  of  an  EM  loan  made  for  real 
estate  purposes  within  either  the 
remaining  years  of  the  original 
repayment  period,  or.  when  the 
repayment  period  has  been  extended  to 
the  maximum  statutory  repayment  limit, 
within  those  years. 

(32)  Reschedule.  To  rewrite  the  rates 
and/or  terms  of  EM  loans  made  for^ 
operating  purposes. 

(33)  Security.  Property  of  any  kind 
subject  to  a  real  or  personal  property 
lien. 

(i)  Basic  security.  Real  estate  and 
Hxtures  and  personal  property  such  as 
foundation  herds,  flocks,  aquatic 
animals  and  plant  organisms, 
machinery,  and  equipment,  serving  as 
security  and  crops  when  crops  are  the 
only  security. 

(ii)  Normal  income  security.  All 
security  planned  to  be  marketed  in  the 
regular  course  of  business  unless 
liquidation  is  approved.  If  liquidation  is 
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approved,  such  security  becomes  basic 
security. 

(iii)  Additional  security.  All  security 
not  covered  by  paragraphs  (a){33)  (i)  or 
(ii)  of  this  section  including  general 
intangibles,  accounts,  and  contract 
rights. 

(34)  State  or  United  States.  The 
United  States  itself,  each  of  the  several 
States,  the  Commonwealth  of  Puerto 
Rico,  the  Virgin  Islands  of  the  United 
States,  Guam,  American  Samoa,  and  the 
Commonwealth  of  the  Northern  Mariana 
Islands. 

(35)  Subsequent  loans.  Any  EM  loans 
processed  by  the  Finance  Office  after  it 
processed  the  first  EM  loan  to  a 
borrower.  This  includes  any  subsequent 
annual  production  loans.  The  disaster 
designation  number  has  no  effect  in 
determining  whether  an  EM  loan  is  a 
subsequent  loan. 

(36)  Termination  date.  The  date 
specified  in  a  disaster  authorization 
which  establishes  the  final  date  after 
which  EM  loan  applications  may  no 
longer  be  accepted.  For  both  physical 
and  production  losses,  the  termination 
date  will  be  9  months  from  the  date  of 
the  disaster  declaration/designation/ 
anthorization.  However,  applications 
will  be  accepted  for  EM  loans  after  the 
termination  date  has  passed,  if  the 
applicant  had  filed  an  application  for 
disaster  loan  assistance  with  the  Small 
Business  Administration  (SBA)  during 
the  period  SBA  would  accept 
applications,  provided  not  more  than  6 
months  has  elapsed  since  the  FmHA’s 
termination  date. 

(b)  Abbrevations.  The  following 
abbreviations  are  used  in  this  Subpart. 

(1)  ASCS — Agricultural  Stabilization 
and  Conservation  Service. 

(2)  ECP — Emergency  Conservation 
Program. 

(3)  EFP — Emergency  Feed  Program. 

(4)  EM — ^Emergency  Loans. 

(5)  FCIC — Federal  Crop  Insurance 
Corporation. 

(6)  FmHA — ^Farmers  Home 
Administration. 

(7)  FMI — Forms  Manual  Insert. 

(8)  OGC — Office  of  the  General 
Counsel. 

(9)  SBA — Small  Business 
Administration. 

(10)  UCC — ^Uniform  Commercial  Code. 

(11)  USDA — ^United  States 
Department  of  Agriculture. 

§  1945.155  Relationship  between  FmHA 
and  other  federal  agencies. 

(a)  SBA  and  FmHA.  A  Memorandum 
of  Understanding  between  the  SBA  and 
USDA-FmHA  pertaining  to  Disaster 
Loan  Assistance  is  attached  as  Exhibit 

a 


(b)  ASCS  and  FmHA.  A  Memorandum 
of  Understanding  between  the  ASCS 
and  FmHA  on  Disaster  Assistance  is 
attached  as  Exhibit  C. 

(c)  FCIC  and  FmHA.  A  Memorandum 
of  Understanding  between  the  FCIC  and 
FmHA  pertaining  to  crop  insurance  and 
exchanging  information  essential  to  the 
elimination  of  duplication  of  disaster 
compensatory  benefits  is  Exhibit  A  of 
Subpart  N  of  Part  2000  of  this  Chapter 
(available  in  any  FmHA  office). 

9  1945.156  The  test  for  credit  and 
certification  requirements  for  availability  of 
credit  eisewhere. 

(a)  Applicants  who  certify  that  other 
credit  is  available.  Applicants  applying 
for  EM  actual  loss  loan  assistance  who 
certify  they  are  able  to  obtain  sufficient 
and  suitable  credit  elsewhere  to  meet 
their  actual  farming  and  family  living 
needs  must  meet  the  requirements  set 
out  in  this  section. 

(1)  Individual  applicants  or  the 
authorized  official(s)  of  entity  applicants 
who  submit  the  Form  FmHA  410-1, 
“Application  for  FmHA  Services,"  will 
evidence  the  applicant’s  ability  to  obtain 
needed  credit  elsewhere  by  striking 
through  the  word  “unable"  whenever 
the  word  appears  in  the  certification 
statement  at  the  end  of  the  application 
form,  writing  in  the  word  “able,"  and 
initialing  above  each  such  change. 

(2)  Applicants  or  applicants’ 
representatives  will  be  advised  that  they 
will  be  considered  for  an  actual  loss 
loan  only.  Such  applicants  will  not  be 
required  to  evidence  compliance  with 
the  provisions  of  subsection  (b)  of  this 
section. 

(b)  Applicants  who  certify  that  other 
credit  is  NOT  available.  Applicants  who 
certify  they  are  not  able  to  obtain 
sufficient  credit  elsewhere  to  meet  their 
actual  farming  and  family  living  needs 
must  meet  the  requirements  set  out  in 
this  subsection. 

(1)  Test  for  credit  for  individuals  and 
entities.  Applicants  must  be  unable  to 
obtain  sufficient  and  suitable  credit 
eisewhere  to  finance  their  actual  needs 
at  reasonable  rates  and  terms,  taking 
into  consideration  prevailing  private 
and  cooperative  rates  and  terms  in  the 
community  in  or  near  which  the 
applicant  resides,  with  loans  for  similar 
purposes  and  periods  of  time.  If  the 
applicant  has  been  getting  credit  away 
from  the  local  community  where  the 
farming  operation  is  located,  such 
8ource(s)  of  credit  must  also  be 
contacted  and  considered.  The 
applicant’s  equity  in  all  assets, 
induding,  but  not  limited  to,  real  estate, 
chattels,  stocks,  bonds,  and  Certificates 
of  Deposit  will  be  considered  in 
determining  the  applicant’s  ability  to 


obtain  such  credit  from  other  sources. 
Also,  the  applicant  must  ofier  to  pledge 
all  assets  as  security  when  requesting 
credit  from  other  lenders.  Cooperatives, 
corporations,  and  partnerships  and  the 
principal  members,  principal 
stockholders,  and  principal  partners, 
both  individually  and  collectively,  must 
be  unable  to  provide  the  required 
financing  from  their  own  resources  or 
with  credit  obtained  from  pledging  those 
resources  to  other  lenders.  Form  FmHA 
1940-38,  when  appropriate,  must  be 
completed  and  filed  in  the  applicant’s 
County  Office  case  folder,  and  any 
additional  facts  concerning  the  findings, 
in  all  cases,  must  be  documented  and 
recorded  in  the  running  case  record. 

(2)  Test  for  credit  certification 
requirements.  Applicants  will  certify  in 
writing  on  the  application  form,  and  the 
Coimty  Supervisor  shall  make  the 
determination  whether  or  not  adequate 
and  suitable  credit  is  available 
elsewhere  to  finance  the  applicant’s 
actual  needs  at  reasonable  rates  and 
terms,  taking  into  consideration 
prevailing  private  and  cooperative  rates 
and  terms  in  the  community  in  or  near 
which  the  applicant  resides,  with  loans 
for  similar  purposes  and  periods  of  time. 
The  County  Supervisor  will  consider  all 
such  information  obtained  from  other 
lenders  in  making  the  determination,  but 
is  required  to  make  an  independent 
decision  concerning  the  applicant’s 
ability  to  obtain  the  needed  credit 
elsewhere.  Should  the  Coimty 
Supervisor  determine  that  the  applicant 
can  obtain  the  necessary  credit 
elsewhere  to  meet  actual  needs,  the 
applicant  will  be  notified,  in  wTiting, 
that  he/she/it  is  eligible  for  only  actual 
loss  loan  consideration,  that  the 
applicant  must  comply  with  the 
requirements  set  out  in  paragraph  (a)  of 
this  section,  and  that  a  new  certification 
must  be  signed  by  the  applicant 
acknowledging  the  ability  to  obtain 
other  credit.  Should  the  applicant  refuse 
to  comply  with  the  provisions  of 
paragraph  (a)(1)  of  this  section,  the 
County  Superv  isor  will  record  this  fact 
in  the  running  record  and  notify  the 
applicant  that  EM  loan  assistance  has 
been  denied,  state  the  reason(s)  for 
denial,  and  inform  the  applicant  of  th9 
right  of  appeal. 

(i)  For  applicants  whose  total  EM 
loan(s)  request  is  for  $300,000  or  less,  the 
following  actions  will  be  taken: 

(A)  Applicants  will  be  required  to 
apply  for  the  credit  needed  frtim  thek 
normal  lenderfs)  and,  if  their  normal 
lender(s)  is  located  outside  the  local 
community,  from  at  least  one 
agricultural  lender  in  the  local 
community,  to  determine  whether  such 
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lender(8)  will  provide  the  credit,  either 
with  or  without  the  benefit  of  an  FmHA 
guarantee.  Form(s)  FmHA  1940-38  must 
be  completed  by  all  lending  sources 
contacted  unless  an  exception  is  made 
under  the  provisions  of  paragraph 
(b)(2)(i)(C)  of  this  section.  If  it  is 
determined  the  applicant  cannot  qualify 
for  the  needed  credit  from  the  lenders 
contacted,  but  one  or  more  of  them  has 
indicated  they  would  provide  the  credit 
with  an  FmHA  guarantee,  the  applicant 
will  be  advised  to  file  an  application 
with  that  lenderfs)  so  that  a  guaranteed 
EM  loan  request  can  be  processed  by 
the  lender  for  consideration  by  FmHA. 
Only  when  the  applicant  is  not  able  to 
obtain  a  loan,  either  with  or  without  an 
FmHA  guarantee,  from  one  or  more  of 
the  lending  sources  contacted,  will  the 
applicant  be  considered  for  an  insured 
EM  loan.  If  the  County  supervisor 
believes  it  necessary,  the  action 
required  in  subparagraph  (b)(2)(ii)  of 
this  section  will  be  taken. 

(B)  When  the  County  Supervisor 
receives  letters  or  other  written 
evidence,  including  Form  FmHA  1940- 
38.  fi'om  a  lender(s)  indicating  that  the 
applicant  is  unable  to  obtain 
satisfactory  credit  from  that  source(s), 
such  correspondence  will  bq  included  in 
the  loan  docket 

(C)  If  it  appears  from  a  review  of  the 
application  that  it  would  be  unduly 
burdensome  for  the  applicant  to  obtain 
written  declinations  of  credit  from  other 
lenders,  the  County  Supervisor  may 
make  an  exception  to  this  requirement 
provided  the  County  Supervisor  is 
familiar  enough  with  other  lenders’  farm 
loan  programs  to  determine  that  no 
possibility  exists  for  the  applicant  to 
obtain  the  credit  needed  from  those 
lenders.  When  this  conclusion  is 
reached,  the  basis  for  it  will  be  recorded 
in  the  running  case  record,  and  further 
checks  will  not  be  necessary.  However, 
'when  this  exception  is  used,  the 
applicant’s  normal  lenderfs)  must  be 
contacted  in  all  cases  and  the  results  of 
that  contact(s]  must  be  well  documented 
in  the  running  case  record. 

(ii)  For  applicants  whose  total  EM 
loan(s)  request  is  for  more  than  $300,000. 
the  following  actions  will  be  taken: 

(A)  Applicants  will  be  required  to 
apply  at  not  fewer  than  three 
conventional  lending  sources,  including 
the  Production  Credit  Association  or 
Federal  Land  Bank,  as  appropriate,  in 
the  local  community.  In  addition,  when 
an  applicant  has  a  net  worth  of  $1 
million  or  more  and  produces  evidence 
that  the  necessary  credit  cannot  be 
obtained  in  the  local  commimity,  either 
with  or  without  an  FmHA  guarantee,  the 
applicant  will  be  required  to  contact  at 
least  two  other  lending  sources  outside 


the  local  area.  One  or  more  of  those 
lenders  contacted  must  be  die 
applicant's  normal  lender(s). 

(B)  Form  FmHA  1940-38  must  be 
completed  by  all  lending  sources 
contacted,  returned  to  the  county  office 
and  handled  in  accordance  with 
paragraph  (b}(2](i](B)  of  this  section. 

(C)  When  the  County  Supervisor 
receives  Forms  FmHA  1940-38 
indicating  that  the  applicant  is  unable  to 
obtain  satisfactory  credit,  the  forms  will 
be  placed  in  the  loaji  docket.  However, 
such  evidence  will  not  preclude  the 
County  Supervisor  from  contacting  other 
farm  lenders  in  the  area  and  making  an 
independent  determination  of  the 
applicant’s  ability  to  obtain  credit 
elsewhere. 

(3)  Use  of  nonessential  assets  (both 
farm  and  nonfarm)  when  seeking  other 
credit,  for  those  applicants  who  cannot 
obtain  credit  elsewhere.  When  an  EM 
loan(s]  will  be  made,  after  other  lenders 
have  declined  to  provide  needed  credit 
to  the  applicant,  die  County  Supervisor 
will,  as  a  condition  of  loan  approval, 
require  the  applicant  and  the  principal 
owner{s]  of  the  applicant  entity  to  list 
all  assets  (both  essential  and 
nonessendal)  setting  forth:  why  those 
assets  and  any  income  derived  from 
them  is  needed;  and  how  such  assets 
and  the  income  derived  fixim  them  will 
be  used  for  essential  family  living 
expenses  and  for  maintaining  a  sound 
farming  operaUon.  *1116  loan  approval 
official  must  determine  that  the 
applicant’s  plan  for  use  of  all  assets  and 
the  income  derived  there&om  is 
acceptable;  and  the  loan  approval 
official  will  require  the  applicant  and 
the  principal  ovraerfs)  to  mortgage  and/ 
or  assign  their  interest  in  such  assets  to 
FmHA.  Any  assets  not  contributing  to 
essential  family  living  expenses  and 
maintenance  of  a  sound  farming 
operation  will  be  considered 
nonessential;  and  the  applicant  and  the 
principal  owner(s]  must,  as  a  condition 
of  loan  approval,  agree  to  sell  the 
nonessential  assets.  The  proceeds  from 
such  sale(s)  will  be  used  to  reduce  the 
amount  of  EM  loan(s)  requested, 
provided  the  assets  can  be  sold  prior  to 
the  EM  loan(s)  closing.  If  the 
nonessential  assetfs)  cannot  be  sold 
before  loan(s)  closing,  the  ownership 
interest  in  those  assets  will  be 
mortgaged  and/or  assigned  to  FmHA; 
and  a  written  agreement  prepared  and 
executed,  in  a  manner  approved  by  the 
OGC,  to  sell  those  assets  at  their  present 
market  value,  within  a  specified  period 
not  to  exceed  one  year  firom  the  date  of 
loan(s]  closing.  The  proceeds  from  the 
sale  of  such  assets  will  be  applied  as  an 
extra  payment  on  the  FmHA  loan 


carrying  the  lowest  interest  rate,  which 
is  secured  by  the  asset(s]  sold. 

§§  1945.157-1945.160  [Reserved] 

t 

S  1945.161  Receiving  and  processing 
appiications. 

(a)  Applications.  Applications  for  EM 
loans  will  be  received  and  processed  as 
outlined  in  Subpart  A  of  Part  1910  of  this 
Chapter.  Form  FmHA  410-1  will  be  used 
for  this  purpose. 

[a]  Applications  for  EM  actual  loss 
loans  will  be  received  only  in  areas 
where  EM  loans  are  made  available  in 
accordance  with  Subpart  A  of  Part  1945 
of  this  Chapter,  and  must  be  postmarked 
or  received  in  the  county  office  before 
the  specified  termination  date  has 
passed.  These  applications  must  be 
processed  within  twelve  months  after 
they  are  filed. 

(2)  An  applicant  conducting  a  farming 
operation  in  different  counties  or 
locations  will  be  considered  for  only  one 
application,  and  will  file  that  application 
in  the  county  in  which  the  farm 
headquarters  is  located,  unless 
determined  otherwise  by  the  State 
Director.  When  the  operation  is  located 
in  more  than  one  State,  the  State 
Directors  involved  will  consult  and 
determine  which  State  will  process  the 
application  and  service  the  loan(s). 

(3)  Applications  for  initial  EM  major 
adjustment  and/or  initial  annual 
production  loans  may  be  processed  only 
from  applicants  who  will  receive,  or 
have  received,  an  EM  actual  loss  loan(s) 
and  are  unable  to  obtain  their  needed 
credit  elsewhere.  Such  applications  may 
not  be  received  later  than  twelve 
months  after  the  disaster  authorization 
date  and  must  be  processed  within  one 
full  calendar  year  after  they  are  filed. 

(4)  Applications  for  subsequent  EM 
annual  production  loans  may  be 
processed  from  indebted  EM  borrowers 
annually  for  such  periods  after  the 
disaster  year  as  indicated  in 

§  1945.166(b)(2)  of  this  Subpart,  so  long 
as  the  borrower  is  unable  to  obtain  the 
needed  production  credit  from  other 
sources.  Former  EM  borrowers  who 
have  paid  their  EM  loan(s)  in  full,  before 
the  periods  specified  in  §  1945.166(b)(2) 
of  this  Subpart  have  expired,  and  who 
cannot  obtain  sufficient  credit 
elsewhere,  may  obtain  subsequent  EM 
loans  for  annual  production  purposes  to 
satisfy  their  production  credit  needs, 
provided  the  loans  are  made  within  the 
authorized  periods. 

(5)  Applications  may  be  received  from 
indebted  SBA  disaster  loan  borrowers 
for  annual  production  and/or  major 
adjustment  loan(s)  for  up  to  twelve 
months  after  the  FmHA  disaster 
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authorization  date,  provided  the 
applicant  would  have  been  eligible  for 
an  FmHA  EM  actual  loss  loan.  Such 
applications  must  be  processed  within 
one  full  calendar  year  after  they  are 
filed  with  FmHA. 

(6)  Applications  may  be  received  and 
processed  from  FmHA  EM  loan 
borrowers  or  SBA  disaster  loan 
borrowers  for  that  portion  of  the 
maximum  actual  loss  loan  originally 
authorized,  but  not  requested  initially 
from  FmHA  or  SBA,  provided  the 
application  is  received  within  twelve 
months  of  the  disaster  authorization 
date. 

(7)  Applications  for  subsequent  EM 
major  adjustment  loans  to  complete 
items  financed  with  initial  EM  major 
adjustment  loans  may  be  received  and 
processed  only  within  one  full  calendar 
year  after  the  initial  application  for 
major  adjustment  assistance  is  filed. 

(8)  Applicants  who  are  determined  to 
be  ineligible  for  an  EM  actual  loss  loan 
may  be  considered  for  other  types  of 
FmHA  farm  loans,  when  appropriate. 

(b)  Statement  of  losses.  Applicants’ 
statements  of  loss  or  damage  will  be 
obtained  in  support  of  their  applications 
by  having  them  complete  Form  FmHA 
1945-22,  “Certification  of  Disaster 
Losses.” 

(c)  ASCS  Verfication  of  Farm 
Acreages,  Production  and  Benefits. 

From  information  obtained  on  Form 
FmHA  1945-22,  the  County  Supervisor 
will  send  a  separate  Form  FmHA  1945- 
29,  “ASCS  Verification  of  Farm 
Acreages,  Production  and  Benefits,”  to 
the  appropriate  ASCS  county  office  for 
each  ASCS  farm  number  that  the 
applicant  has  certified  constituted  a  part 
of  the  disaster  year’s  operation.  ASCS 
records  of  acres  of  crops  planted/grown 
in  the  disaster  year,  actual  (proven] 
yields  in  the  disaster  year,  ASCS 
established  yields  for  the  disaster  year, 
ASCS  emergency  payments  and  the 
other  information  requested  on  that  form 
must  be  obtained. 

(d)  Evidence  of  operation.  If  the 
applicant  is  a  cooperative,  corporation 
or  partnership,  it  will  provide  evidence 
that  it  was  operating  as  a  qualifying 
farming  entity  at  the  time  the  disaster 
loss  occurred,  or  has  changed  its  form  in 
accordance  with  §  1945.162(j)  of  this 
Subpart,  after  the  loss  occurred.  The 
following  information  will  be  obtained 
and  included  in  the  loan  docket: 

(1)  A  complete  list  of  members, 
stockholders  or  partners  showing  the 
address,  citizenship,  principal 
occupation,  and  the  number  of  shares 
and  percentage  of  ownership,  or  stock 
held  in  the  cooperative  or  corporation 
by  each,  or  the  percentage  of  interest 
held  in  the  partnership  by  each. 


(2)  A  current  personal  financial 
statement  (not  over  30  days  old  at  the 
time  of  filing  the  application)  from  each 
of  the  principal  members  of  a 
cooperative,  principal  partners  of  a 
partnership  or  principal  stockholders  of 
a  corporation.  Any  other  member, 
stocl^older  or  partner  whose  financial 
statement,  in  the  judgment  of  the  loan 
approval  official,  is  pertinent  to 
consideration  of  the  financial  strength  of 
the  cooperative,  corporation,  or 
partnership  will  also  be  required  to 
provide  personal  financial  statements. 

(3)  A  current  financial  statement  (not 
over  30  days  old  at  the  time  of  filing  the 
application]  fi'om  the  cooperative, 
corporation,  or  partnership  itself. 

(4]  A  copy  of  the  cooperative’s  or 
corporation’s  charter,  or  written 
partnership  agreement,  articles  of 
incorporation  and  by-laws,  certificate  or 
evidence  of  current  registration  (good 
standing],  and  a  resolution(s]  adopted 
by  the  board  of  directors,  members  or 
stockholders  authorizing  specified 
officers  of  the  cooperative  or  the 
corporation  to  apply  for  and  obtain  the 
desired  loan  and  execute  required  debt, 
security,  and  other  instnunents  and 
agreements. 

(5]  A  copy  of  any  written  lease, 
contract,  or  agreement  entered  into  by 
the  cooperative,  corporation  or 
partnership  which  may  be  pertinent  to  a 
consideration  of  its  application.  When  a 
written  lease  is  not  obtainable,  a 
statement  setting  forth  the  terms  and 
conditions  of  the  agreement  will  be 
included  in  the  loan  docket. 

§  1945.162  Eligibility  requirements. 

To  be  eligible  for  EM  loan  assistance, 
applicants  must  meet  the  following 
requirements: 

(a]  Test  for  credit.  All  applicants  will 
certify  in  writing  at  the  end  of  Form 
FmHA  410-1,  whether  or  not  adequate 
and  suitable  credit  is  available 
elsewhere  to  finance  their  actual  needs. 

(1]  Applicants  who  filed  EM 
applications  on  or  before  July  2, 1980, 
requesting  actual  loss  loan  assistance 
based  on  FmHA  disaster  designations 
having  beginning  incidence  period  dates 
on  or  before  July  2, 1980,  must  meet  the 
“credit  elsewhere”  requirement  set  out 
in  §  1945.156(b]  of  this  Subpart. 
Applicants  who  filed  after  July  2, 1980, 
based  on  disaster  incidence  period 
dates  on  or  before  July  2, 1980,  must  also 
meet  the  requirement  of  section 
1945.156(b)  of  this  Subpart. 

(2)  Applicants  who  filed  EM 
applications  after  July  2, 1980,  requesting 
actual  loss  loan  assistance,  based  on 
FmHA  disaster  designations  having 
beginning  incidence  period  dates  after 
July  2, 1980,  may  meet  the  requirements 


set  out  in  either  §  1945.156(a)  or 
§  1945.156(b)  of  this  Subpart. 

(3)  Applicants  requesting  EM  annual 
production  and/or  EM  major  adjustment 
loan  assistance  must  meet  the 
requirements  set  out  in  §  1945.156(b]  of 
this  Subpart 

(b)  Citizenship.  (1)  An  individual 
applicant  must  be  a  citizen  of  the  United 
States  (see  S  1945.154(a)(34)  of  this 
Subpart  for  the  definition  of  “United 
States”). 

(2)  A  cooperative,  corportion  or 
partnership  applicant  must  meet  the 
requirements  set  out  in  §  1945.154(a)(7), 
(a)(8]  or  (a)(24)  of  this  subpart.  In 
addition,  more  than  a  50  percent  interest 
in  the  cooperative,  corporation  or 
partnership  must  be  owned  by  United 
States  citizens  (see  §  1945.154(a](34]  of 
this  Subpart  for  the  definition  of  “United 
States”).  The  member,  stockholder  or 
partner  who  manages  the  farming 
operation  must  be  a  United  States 
citizen.  Also,  if  another  entity  owns  any 
interest  in  the  applicant  entity,  more 
than  a  50  percent  interest  in  that  other 
entity  must  be  owned  by  a  United  States 
citizen(s). 

(c)  Established  farmer.  An  applicant 
must  be  an  established  farmer  (as 
defined  in  §  1945.154(a](ll)  of  this 
Subpart)  doing  business  either  as  an 
owner-operator  or  tenant-operator.  An 
applicant  who  conducts  the  farming 
operation  as  an  individual  must  manage 
the  farming  operation.  If  the  applicant  is 
a  cooperative,  corporation  or 
partnership,  it  must  derive  over  fifty 
percent  (50%)  of  its  gross  income  from 
farming,  and  at  least  one  principal 
member,  principal  stockholder  or 
principal  partner  must  manage  the 
farming  operation.  Also,  the  entity  must 
be  authorized  to  conduct  the  farming 
operation(s]  in  the  State(s]  in  which  the 
farming  operation  is  conducted.  One 
who  does  not  devote  full  time  to  the 
farming  operation  may  be  considered 
the  manager  provided  that  person  visits 
the  farm  at  sufficiently  firequent 
intervals  to  exercise  control  over  the 
farming  operation,  makes  decisions  and 
gives  directions  on  how  the  operation(s] 
should  be  run,  and  sees  that  the 
operation  is  being  carried  on  properly. 
Any  applicant  that  employs  an  outside 
full-time  hired  manager  or  management 
service  does  not  qualify  as  an 
established  farmer,  regardless  of  the 
number  of  visits  made  by  the  individual 
applicant  or  the  principal  member, 
principal  stockholder  or  principal 
partner. 

(1)  An  estate  or  trust;  a  corporation 
with  over  50  percent  of  the  ownership 
held  by  an  estate,  trust,  another 
corporation,  or  a  partnership;  a 
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partnership  with  over  50  percent  of  the 
ownership  held  by  an  estate,  trust, 
corporation  or  another  partnership  is  not 
considered  to  be  an  established  farmer 
for  EM  loan  purposes. 

(2)  An  individual  engaged  in  a  joint 
fanning  operation  and/or  owning  an 
undivided  interest  in  the  property  of 
such  an  operation  is  not  considered  to 
be  an  established  farmer  for  EM  loan 
purposes. 

(3)  Integrated  livestock,  poultry,  and 
Tish  processors  who  operate  primarily 
and  directly  as  commercial  businesses 
through  contracts  or  business 
arrangements  with  farmers  are  not 
considered  to  be  established  farmers 
and  are  not  eligible.  However,  a  grower 
under  contract  with  an  integrator  or 
processor  is  considered  an  established 
farmer  even  though  the  applicant 
operates  through  a  contract  arrangement 
with  an  integrated  processor,  provided 
the  operation  is  not  managed  by  an 
outside  full-time  hired  manager  or 
management  service.  Farmers  operating 
throu^  contract  may  be  considered  for 
EM  physical  loss  loan  eligibility. 
However,  eligibility  for  and  the  amount 
of  their  production  losses  will  be 
determined  from  the  applicant’s  share  of 
the  agricultural  production  as  set  forth 
in  the  contract 

(d)  Operate  in  a  disaster  area.  An 
applicant  for  an  actual  loss  loan  must 
have  sustained  qualifying  losses  in  an 
area  in  which  the  availability  of  EM 
loans  for  actual  losses  has  been 
determined  in  accordance  with  Subpart 
A  of  Part  1945  of  this  Chapter  and  has 
filed  an  application  before  the 
expiration  of  the  termination  date. 

(e)  Losses.  An  applicant  must  have 
suffered  qualifying  production  and/or 
physical  losses  to  be  eligible  for  an 
actual  loss  loan.  Production  losses  must 
be  to  property  in  which  the  applicant 
has  an  ownership  interest  or  an  interest 
in  which  a  security  interest  may  be 
obtained.  Physical  losses  must  be  to 
property  in  which  the  applicant  has  an 
ownership  interest.  See  §  1945.163  of 
this  Subpart  for  the  methods  of 
determining  qualifying  losses. 

(f)  Legal  capacity.  An  applicant  must 
possess  the  legal  capacity  to  contract  for 
the  loan. 

(g)  County  Committee  Certification. 
*1110  county  committee  will  certify  that 
the  applicant  meets  the  following 
additional  eligibility  conditions  by  using 
Form  FmHA  440-2,  “  County  Committee 
Certification  or  Recommendation;” 

(1)  An  applicant  must  possess  the 
training  and/or  experience,  character 
(emphasizing  repayment  ability  and 
reliability),  industry  and  ability 
necessary  to  carry  out  the  proposed 
farming  operations  to  assure  a 


reasonable  prospect  of  success  with  the 
assistance  of  the  loan,  and 

(2)  The  applicant  will  honestly 
endeavor  to  carry  out  the  undertakings 
and  obligations  required  of  the  applicant 
in  connection  with  the  loan. 

(h)  Intent  to  Continue  Farming.  An 
applicant  must  show  an  intent  to 
continue  the  operation  after  the  disaster. 
Those  applicants  who  were  required  to 
stop  temporarily  because  of  the  disaster 
loss  or  damage  to  their  operations  but 
intend  to  continue  fanning  with  EM  loan 
assistance  meet  this  requirement. 

(i)  EM  Loan(s)  to  Cooperatives. 
Corporations,  or  Partnerships.  When  an 
EM  loan  is  made  to  a  cooperative, 
corporation,  or  partnership,  only  one 
initial  EM  actual  loss  loan  can  be  made 
to  the  entity  constituting  the  farming 
operation  to  cover  the  losses  per 
disaster.  However,  an  individual 
member,  stockholder,  or  partner  may 
obtain  a  separate  EM  actual  loss  loan  to 
cover  losses  to  a  separate  farming 
operation  which  the  applicant  conducts 
as  an  individual  on  a  different  farm 
tract 

(1)  Change  in  the  form  of  an  applicant. 
A  change  in  the  form  of  an  applicant 
between  the  time  of  a  qualifying  loss 
and  the  time  aii  EM  loan  is  closed  does 
not  make  the  applicant  ineligible  for  EM 
loan  assistance  (Examples  of  changes  in 
form  are  as  follows.  An  entity  may  split 
into  its  individual  members  or  into  more 
than  one  entity.  One  or  more  individuals 
may  leave  an  entity.  An  individual  may 
incorporate.  A  partnership  may  become 
a  corporation,  a  cooperative,  or  another 
partnership.  A  corporation  may  become 
a  partnership,  a  cooperative,  or  another 
corporation.  A  cooperative  may  become 
a  partnership,  a  corporation,  or  another 
cooperative.  Joint  operators  may 
become  a  partnership,  a  corporation,  a 
cooperative  or  may  split  into  individual 
members.)  Such  an  applicant  is  eligible 
for  EM  loan  assistance  subject  to  all  of 
the  following  limitations  and 
qualifications; 

(1)  The  applicant  must  meet  all  FmHA 
eligibility  requirements  at  the  time  of 
loan  closing. 

(2)  The  applicant  must  not  conduct  an 
operation  larger  than  the  operation  at 
the  time  of  the  disaster  as  set  forth  in 

i  1945.167(a)  of  this  Subpart. 

(3)  In  the  case  of  an  entity  applicant, 
all  of  the  people  who  have  an  interest  in 
the  entity  must  have  had  an  ownership 
interest  (or  an  interest  in  which  a 
security  interest  could  be  obtained)  in 
the  operation  at  the  time  of  the  disaster 
and/or  must  be  heirs  of  those  who  had 
an  ownership  interest  (or  an  interest  in 
which  a  security  interest  could  be 
obtained)  in  the  operation  at  the  time  of 
the  disaster.  Heirs  have  to  have  been 


participating  in  the  operation  at  the  time 
the  disaster  occurred  and  have  to  be 
engaged  in  farming  the  operation  at  the 
time  of  loan  approval. 

(4)  In  the  case  of  an  individual 
applicant,  that  person  must  have  had  an 
ownership  interest  (or  an  interest  in 
which  a  security  interest  could  be 
obtained)  in  the  operation  at  the  time  of 
the  disaster  and/or  must  be  an  heir  of 
those  who  had  an  ownership  interest  (or 
an  interest  in  which  a  security  interest 
could  be  obtained)  in  the  operation  at 
the  time  of  the  disaster.  An  heir  has  to 
have  been  participating  in  the  operation 
‘at  the  time  the  disaster  occurred  and  has 
to  be  engaged  in  farming  the  operation 
at  the  time  of  loan  approval. 

(5)  To  determine  the  amount  of  an 
actual  loss  loan  an  applicant  may 
receive,  first  calculate  the  actual  loss 
suffered  by  the  operation  as  it  existed  at 
the  time  of  the  disaster,  in  accordance 
with  §  1945.163  of  this  Subpart.  Then 
look  at  the  individual  applicant  or  the 
individual  members,  partners  or 
stockholders  of  an  entity  applicant  and 
determine  each  person’s  percentage  of 
ownership  interest  (or  interest  in  which 
a  security  interest  could  be  obtained)  in 
the  operation  as  it  existed  at  the  time  of 
the  disaster.  For  an  entity  applicant,  add 
the  individual  percentages  together. 
Multiply  the  actual  loss  suffered  by  the 
operation  as  it  existed  at  the  time  of  the 
disaster  by  this  percentage  figure;  the 
result  is  the  amoimt  of  actual  loss  loan 
the  applicant  may  receive.  For  example, 
if  one  partner  withdraws  from  a  four- 
partner  partnership  (each  person  owning 
a  25%  interest),  the  remaining  three 
partners  are  eligible  for  75  percent  of  the 
actual  loss  suffered  by  the  operation  as 
it  existed  at  the  time  of  the  disaster. 

(6)  'The  applicant  may  receive  FmHA 
aimual  production  and/or  major 
adjustment  assistance  needed  to 
conduct  a  sound  farming  operation  in 
accordance  with  the  loan  purposes 
authorized  in  this  Subpart. 

(k)  Annual  production  and  major 
adjustment  loans.  For  an  applicant  to  be 
eligible  for  an  annual  production  and/or 
major  adjustment  loan(s)  the  qualifying 
losses  (as  determined  in  accordance 
with  §  1945.163  of  this  Subpart)  and  the 
actual  loss  must  have  had  such  an 
impact  on  the  farming  operation  that  an 
annual  production  and/or  major 
adjustment  loan(s)  is  actually  needed  to 
permit  the  applicant  to  continue  the 
operation  on  a  sound  basis. 
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§  1945.163  Determining  qualifying  losses, 
eligibility  for  actual  loss  loan(s)  and  the 
maximum  amount  of  actual  loss  loan(s), 
annual  production  and  major  adjustment 
loan(s). 

Disaster  losses  will  be  reported  by 
applicants  on  Form  FmHA  1945-22, 
“Certification  of  Disaster  Losses,”  which 
states  the  physical  and  production 
losses  suffered  as  the  result  of  the 
qualifying  disaster.  The  applicant  will 
report,  on  Form  FmHA  1945-22,  total 
acres  and  actual  yields  for  all  crops 
planted  and/or  grown  in  the  disaster 
year,  and  the  number  of  all  animal  units 
and  production  per  animal  unit  being 
maintained  at  the  time  of  the  disaster. 
This  information  will  come  from  the 
applicant’s  own  records  or  from  ASCS 
records  of  acres  grown  and  proven 
actual  yields  in  the  disaster  year. 
Applicants  will  also  report  their 
previous  5-year  production  levels  as  set 
forth  in  subsection  (a)  of  this  section. 
This  form  will  be  completed  and 
submitted  to  the  county  office  with  the 
application,  as  soon  as  the  losses  and/or 
damages  can  be  accurately  assessed. 

The  information  provided  by  applicants 
on  Form  FmHA  1945-22  will  be  the 
primary  basis  for  FmHA’s  calculation  of 
qualifying  losses,  eligibility  for  EM 
actual  loss  loan(s]  based  on  production 
losses,  and  an  applicant's  maximum 
amount  of  actual  loss  loan  eligibility. 
Therefore,  applicants  are  required  to 
certify,  subject  to  penalties  of  law,  that 
the  accuracy  and  completeness  of  the 
information  provided  on  Form  FmHA 
1945-22  can  be  supported  by  written 
records.  Applicants  will  be  asked  to 
identify  on  that  form  any  single  farming 
enterprise  they  consider  basic  to  the 
success  of  their  total  farming  operation, 
and  in  which  they  have  suffered  a  loss. 
When  an  applicant’s  certified 
production  loss  claims  seem 
unreasonable,  they  will  bs  verified. 
Physical  loss  claims  will  be  verified  by 
requiring  the  applicant  to  furnish 
evidence  of  ownership  and  proof  of  the 
property  loss  or  damage.  Proof  of 
ownership  could  be  by  deeds, 
mortgages,  financial  statements, 
insurance  policies,  and  the  like.  Proof  of 
the  loss  or  damage  could  be  by  the 
applicants’  own  pictures,  written 
certification  by  other  persons  or,  when 
practical,  by  visual  inspections  by 
FmHA  employees. 

(a)  Production  losses.  (1)  The  normal 
year’s  production  will  be  established 
and  reported  as  set  out  in 
§  1945.154(a](23)  of  this  SubparL 

(2)  FmHA  loan  official(s]  will 
complete  Form  FmHA  1945-26, 
“Calculation  of  Actual  Losses.” 

(i)  Production  loss  calculations  will 
use  the  same  established  unit  prices  for 


the  disaster  year  and  the  normal  year  in 
computing  the  dollar  value  of  each 
enterprise.  Unit  prices  will  be 
established  in  accordance  with 
subparagraph  (a)(2)(iii)  of  this  section. 
Production  loss  calculations  will  use 
those  crop  production  yields  and 
production  per  animal  unit  records 
authorized  in  accordance  with 
§  1945.154(a](23)  and  §  1945.163  of  this 
subpart. 

(ii)  Certified  disaster  year  and  normal 
year  production  information,  for  only 
those  enterprises  in  which  a  loss 
occurred,  will  be  transposed  from  Form 
FmHA  1945-22,  for  each  crop  grown  in 
the  disaster  year  and  each  livestock 
enterprise  maintained  at  the  time  of  the 
disaster,  to  the  appropriate  places  on 
Form  FmHA  1945-26.  The  FmHA  official 
completing  Form  FmHA  1945-26  is 
responsible  for  verifying  loss 
information  provided  by  the  applicant 
when  there  is  any  question  concerning 
the  accuracy  of  such  information. 
Information  obtained  from  ASCS  on 
Form  FmHA  1945-29  will  be  cross 
checked  with  information  provided  by 
the  applicant  on  Form  FmHA  1945-22. 
Any  discrepancies  will  be  checked  out 
and  the  correct  information  will  be 
recorded  in  the  County  Office  case  file. 
When  the  applicant’s  disaster  loss  is 
due  to  a  reduction  in  quality,  that  can  be 
substantiated  rather  than  due  to  a 
reduction  in  quantity,  the  applicant  will 
be  given  credit  for  this  by  adjusting 
actual  production  downward  in  a 
sufficient  amount  to  compensate  for  the 
quality  loss.  When  such  an  adjustment 
is  made,  the  basis  used  in  making  the 
adjustment  will  be  well  documented  by 
the  County  Supervisor. 

(iii)  The  gross  dollar  value  of 
production  losses  will  be  computed  for 
each  basic  part  of  the  farming  operation 
by  calculating  the  value  of  the  disaster 
year’s  production  and  subtracting  that 
amount  firom  the  calculated  value  of  the 
normal  year’s  production.  Unit  prices  for 
all  agricultural  commodities  produced 
commercially  in  each  State  will  be 
established  on  a  Statewide  basis  by  all 
FmHA  State  Directors  each  year,  and 
published  in  a  State  Supplement  to  be 
issued  not  later  than  February  15  of  each 
year.  These  prices  will  be  based  on  the 
average  monthly  market  price  of  each 
commodity  for  die  36-month  period 
preceding  the  calendar  year  in  which  the 
disaster  occurs. 

Example.— A  disaster  occurs  anytime 
during  calendar  year  1981.  The  commodity 
prices  will  have  been  established  by 
February  15, 1981,  and  they  will  be  applicable 
for  all  disasters  occurring  between  February 
1, 1981,  and  January  31, 1982.  Those  prices 
will  be  the  36  mondis  average  monthly 
market  price  for  each  commodity 


commencing  with  December.  1980,  and  going 
back  36  months  or  3  full  calendar  years, 
through  January,  1978.  The  monthly  average 
market  prices  will  be  provided  by  the  USDA 
State  Crop  and  Livestock  Reporting  Service, 
or  similar  State  or  Federal  agency  or  body. 
Once  established,  these  prices  will  not  be 
changed  for  any  EM  actual  production  loss 
loan  processed  under  any  disaster  occurring 
in  the  remainder  of  that  calendar  year  and 
through  January  30  of  the  next  year.  If 
Statewide  figures  are  not  available,  the  State 
Director  will  consult  with  other  agricultural 
agency  representatives  and  agricultural 
leaders  in  the  local  area  before  establishing 
commodity  prices.  State  Directors  and 
Fanner  Programs  Chiefs  in  adjoining  States 
will  consult  each  other  before  releasing  their 
established  commodity  price  lists. 

(iv)  The  amount  of  acbial  production 
loss  will  be  calculated  by  subtracting  all 
compensatory  disaster  payments  wldch 
are  related  to  the  disaster  and  which 
have  been  received  or  will  be  received: 
i.e.,  crop  insurance  claim  settlements, 
ASCS  disaster  program  payments,  or 
any  other  compensation  for  that 
enterprise,  from  the  gross  dollar  amount 
of  jHt)duction  losses  as  determined  in 
subparagraph  (a](2Kiii)  of  this  section. 

(v)  The  dollar  value  of  the  actual 
production  loss  for  the  single  enterprise 
which  is  a  basic  part  of  the  fanning 
operation  as  designated  by  the  applicant 
in  item  F,  Form  FmHA  1945-22,  will  be 
divided  by  the  previously  calculated 
normal  year’s  gross  income  for  that 
enterprise.  This  establishes  the 
percentage  reduction  in  production  from 
normal  for  that  enterprise.  If  the 
percentage  loss  in  any  single  enterprise 
(see  §  1945.154(a)(15])  which  is  a  basic 
part  of  the  farming  operation  equals  or 
exceeds  30  percent  and  the  applicant  is 
otherwise  eligible,  EM  actual  loss  loan 
assistance  will  be  considered. 

(vi)  Once  eligibility  is  established, 
based  on  production  losses,  the  total 
production  loss  sustained  by  the 
applicant,  directly  attributable  to  the 
disaster,  is  computed  by  adding  the 
actual  dollar  amount  of  production 
losses  of  all  single  enterprises,  whether 
or  not  they  constitute  a  basic  part  of  the 
farming  operation,  and  subtracting  firom 
this  total  all  compensatory  disaster 
payments  received  or  to  be  received. 

(vii)  The  maximum  production  loss 
loan  is  limited  to  80  percent  of  the  total 
calculated  actual  production  loss 
sustained  by  the  applicant. 

(viii)  Losses  to  pasture  to  be  grazed  by 
livestock  are  production  losses,  and  they 
may  be  calculated  by  one  of  three 
methods  when  approved  by  the  State 
Director.  The  State  Director  will  decide 
the  method(s}  that  will  be  used 
throughout  the  State  to  calculate  losses 
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to  pasture  by  issuance  of  a  State 
Supplement. 

(A)  The  price  per  acre  method.  The 
price  per  acre  method  is  used  to 
calculate  pasture  losses  in  the  following 
manner 

(2)  Determine  the  normal  year’s  gross 
dollar  value.  To  calculate  this,  multiply 
the  number  of  acres  available  to  be 
grazed  for  the  disaster  year;  by  the 
established  rental  charge  per  acre  per 
month  (this  figure  is  established  by  the 
State  Director  in  accordance  with 
subparagraph  (a)(2](iii]  of  this  section): 
by  the  average  number  of  months  grazed 
per  year  during  the  highest  4  out  of  the  5 
preceding  years. 

[2]  Determine  the  disaster  year  gross 
dollar  value.  To  calculate  this,  multiply 
the  number  of  acres  grazed  during  the 
disaster  yean  by  the  established  rental 
charge  per  acre  per  month  (as 
determined  in  accordance  with 
subparagraph  (a](2)(viii)(A](2)  of  this 
section);  by  the  number  of  months  the 
livestock  were  able  to  be  grazed  during 
the  disaster  year. 

(J)  Subtract  the  disaster  year  gross 
dollar  value  (see  paragraph 
(a)(2)(viii)(A)(2)  of  this  section)  from  the 
normal  year  gross' dollar  value  (see 
paragraph  (a)(2)(viii)(A)(2)  of  this 
section)  to  determine  the  value  of 
pasture  loss  sobered  during  the  disaster 
year. 

(B)  The  charge  per  head  or  animal  unit 
method.  The  charge  per  head  or  per 
animal  unit  method  is  used  to  calculate 
pasture  losses  in  the  following  mannen 

(2)  Determine  the  normal  year  gross 
dollar  value.  To  calculate  this,  m^tlply 
the  number  of  animals  or  animal  units 
grazed  per  month  during  the  disaster 
year,  by  the  established  rental  charge 
per  animal  or  per  animal  unit  per  month 
(this  figure  is  established  by  the  State 
Director  in  accordance  with 
subparagraph  (a)(2)(iii)  of  this  section): 
by  the  average  number  of  months  grazed 
per  year  during  the  highest  4  out  of  the 
preceding  5  years. 

(2)  Determine  the  disaster  year  gross 
dollar  value.  To  calculate  this,  multiply 
the  number  of  animals  or  animal  units 
grazed  per  month  during  the  disaster 
yean  by  the  established  normal  rental 
charge  per  animal  or  per  animal  unit  per 
month  (as  determined  in  accordance 
with  paragraph  (a)(2)(viii)(B)(2)  of  this 
section);  by  the  number  of  months 
grazed  during  the  disaster  year. 

(2)  Subtract  the  disaster  year  gross 
dollar  value  (see  paragraph 
(a)(2)(viii)(B)(2)  of  this  section)  from  the 
normal  year  gross  dollar  value  (see 
subparagraph  (a)(2)(viii)(B)(2)  of  this 
section)  to  determine  the  value  of 
pasture  loss  suffered  during  the  disaster 
year. 


(C)  The  forage  equivalent  method.  The 
forage  equivalent  method  is  used  to 
calculate  pasture  losses  in  the  following 
manner: 

1(2)  Determine  the  normal  year  gross 
dollar  value.  To  calculate  this,  multiply 
the  number  of  acres  grazed  during  the 
disaster  year;  by  the  established  price 
per  pound  or  ton  (this  figm«  is 
established  by  the  State  director  in 
accordance  with  paragraph  (a)(2)(iii)  of 
this  section);  by  the  average  number  of 
pounds  or  tons  of  forage  equivalent 
produced  per  acre  per  year  during  the 
highest  4  out  of  the  preceding  5  years  for 
forage  of  the  type  being  used  in  this 
calculation.  C^e  State  Office  will  set 
forth  the  forage  equivalent  values  to  be 
used  or  the  methodology  to  be  used  to 
derive  this  value  in  a  State  Supplement. 
This  information  may  be  set  forth  on  a 
countywide  or  statewide  basis.  The 
State  Director  may  contact  the  State’s 
Extension  Service  or  other 
knowledgeable  sources  to  assist  in 
establishing  the  forage  equivalent 
determination). 

[2)  Determine  the  disaster  year  gross 
dollar  value.  To  calculate  this,  multiply 
the  number  of  acres  grazed  during  the 
disaster  year;  by  the  established  price 
per  pound  or  ton  (this  fiigure  is 
established  by  the  State  Director  in 
accordance  with  subparagraph 
(a)(2)(viii)(C)(2)  of  this  section);  by  the 
number  of  pounds  or  tons  of  forage 
equivalent  produced  for  forage  of  the 
type  being  used  in  this  calculation 
produced  in  the  disaster  year.  (See 
subparagraph  (a)(2)(viii)(C)(2)  of  this 
section  for  furdier  information.) 

(2)  Subtract  the  disaster  year  gross 
dollar  value  (see  subparagraph 
(a)(2)(viii)(C)(2)  of  this  section)  from  the 
normal  year  gross  dollar  value  (see 
subparagraph  (a)(2)(viii)(C)(2)  of  this 
section)  to  determine  the  value  of 
pasture  loss  during  die  disaster  year. 

(ix)  When  a  crop  cannot  be  planted 
and  &e  applicant  chooses  to  treat  the 
loss  as  a  production  loss,  the  loss  will  be 
calculated  as  set  out  in  this  paragraph. 
When  a  crop  can  be  only  partially 
planted  due  to  a  disaster  or  when 
perennial  crops  (such  as  firuits  or  nuts) 
already  growing  cannot  be  produced  or 
harvested  due  to  a  disaster,  the  loss  will 
be  considered  a  production  loss.  Such 
loss  will  be  calculated  as  follows:  Add 
all  income  that  is  derived  from  the 
enterprise  to  the  variable  and  fixed 
costs  which  are  not  incurred  because  of 
the  disaster.  (The  cost  figures  will  be 
derived  from  current  crop  enterprise 
budgets  prepared  by  State  Agricultural 
Extension  Siendce  economists,  based  on 
normal  farming  conditions  in  the  area.) 
Subtract  this  figure  from  the  value  of  the 
normal  year’s  production.  'The  resulting 


figure  is  the  gross  dollar  amount  of 
production  loss. 

(x)  When  a  crop  is  planted  and 
completely  destroyed  by  a  disaster,  a 
yield  of  “zero”  may  be  shown  on  Form 
FmHA  1945-22  for  the  disaster  year  only 
if  no  part  of  the  crop  could  be  harvested 
and  no  substitute  crop  could  be  planted 
and  harvested.  When  figuring  the  actual 
dollar  amount  of  production  losses, 
subtract  the  normal  costs  of  harvesting 
and  marketing  which  were  not  incurred 
for  crops  which  were  completely 
destroyed  by  a  disaster.  If  a  substitute 
crop  is  planted  and  harvested  during  the 
same  crop  year,  a  yield  of  “zero”  should 
be  shown  for  the  original  crop  on  Form 
FmHA  1945-22.  On  Form  FmHA  1945- 
26,  the  dollar  value  of  the  substitute  crop 
must  be  subtracted  from  the  dollar  value 
of  the  normal  year’s  production. 

(xi)  When  a  crop  cannot  be  planted, 
an  applicant  may  treat  the  loss  as  a 
production  loss  (see  paragraph  (a)(2)(ix) 
of  this  section)  or  as  a  physical  loss  (see 
subsection  (b)  of  this  section). 

(xii)  Eligibility  for  production  losses  to 
livestock  enterprises  will  usually  be 
based  on  loss  of  feed  crops  to  be  fed 
and  pasture  to  be  grazed;  and  such 
losses  should  be  calculated  as  crop 
losses  rather  than  livestock  losses.  A 
livestock  enterprise  must  be  a  basic  part 
of  the  farming  operation  in  order  for 
losses  to  feed  crops  to  be  considered  as 
a  basic  enterprise  in  determining  eligible 
qualifying  production  losses. 

(xiii)  Losses  to  crops  to  be  fed  to 
livestock  will  be  established  by 
determining  the  normal  year’s  gross 
dollar  value  of  feed  produced  for 
livestock  and  subtracting  the  disaster 
year’s  gross  dollar  value  of  feed 
produced  for  livestock  from  this  figure.  . 
The  difference  establishes  the  disaster 
year’s  gross  dollar  loss  for  crops  to  be 
fed  to  livestock.  The  gross  value  of  feed 
produced  for  livestock  is  derived  by 
multiplying  the  number  of  crop  acres  to 
be  fed  to  livestock  by  the  yield  per  acre 
by  the  unit  price. 

(xiv)  When  an  applicant  elects  to  sell 
livestock  at  an  earlier  date  or  lighter 
weight  than  usual  rather  than  purchase 
feed  to  replace  that  which  was  lost  as  a 
result  of  the  disaster,  the  difference 
between  what  the  sale  price  would  have 
been  if  the  livestock  had  been  fed  for 
the  normal  period  and  the  disaster 
year’s  sale  price  may  not  be  claimed  as 
a  loss. 

(xv)  Claims  of  production  losses  from 
the  applicant  will  be  verified  by  FmHA 
when  the  applicant’s  claims  appear  to 
be  unreasonable. 

(xvi)  Production  losses  for  orchard 
crops  (fruit  or  nut)  will  be  only  for  the 
crop  loss  due  to  the  qualifying  disaster 
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and  determined  in  accordance  with 
paragraph  (a)(2)  of  this  section. 

(b)  Physical  losses.  (1)  In  order  to 
qualify  for  EM  loan  assistance,  the 
damaged  or  destroyed  physical  property 
must  be  essential  to  the  successful 
operation  of  the  farm  and  if  not  repaired 
or  replaced,  the  fanner  would  be  unable 
to  continue  operations  on  a  reasonably 
sound  basis.  The  financing  necessary  to 
recover  from  the  physical  loss  must  be 
actually  needed  to  permit  the  applicant 
to  continue  the  operation. 

(2)  The  claimed  value  of  all  physical 
losses  due  to  disaster  damage  or 
destruction  must  be  supported  by 
written  estimates  for  the  necessary 
repair  or  replacement  requested. 

(3)  Physical  loss  loan  funds  can  be 
used  to  pay  for  only  contracted  or  hired 
labor  and  materials  and  supplies 
purchased.  Labor,  machinery, 
equipment,  and  materials  contributed  by 
the  applicant  or  borrower  will  not  be 
chargeable  to  the  cost  of  necessary 
repair  and  replacement. 

(4)  Damage  to  or  destruction  of 
nonessential  buildings,  structures  or 
other  items  will  not  be  repaired  or 
replaced  v^i'ith  EM  physical  loss  loan 
funds.  Any  insurance  compensation 
received  or  to  be  received  for  such 
tosses  will  be  considered  as 
compensation  for  losses  to  essential 
farm  buildings,  structures  and  other 
items  which  need  to  be  repaired  or 
replaced. 

(5)  The  maximum  physical  loss  loan(s) 
will  be  determined  by  subtracting  all 
insurance  claims  and  any  other 
compensation  received  or  to  be  received 
for  physical  disaster  losses  fiom  the 
value  of  all  actual  physical  losses 
caused  by  the  disaster. 

(6)  The  actual  physical  loss  equals  the 
market  value  at  the  time  of  the  disaster 
for  the  following  items  lost  or  destroyed 
by  or  as  a  result  of  the  disaster; 

(i)  Basic  livestock. 

(ii)  Livestock  products. 

(iii)  Harvested  or  stored  crops. 

(iv)  Supplies  on  hand. 

(7)  The  actual  physical  loss  for  farm 
dwellings  to  be  used  by  the  operator  and 
existing  labor  is  the  lesser  of: 

(i)  The  market  value  of  the  property  at 
the  time  it  was  damaged  or  destroyed: 
or 

(ii)  The  amount  required  to  repair  the 
dwelling  or  replace  it  with  one  of  like 
quality  and  size  which  will  meet  all 
applicable  code  requirements  and  which 
will  provide  permanent,  adequate, 
decent,  safe,  sanitary,  and  modest  living 
quarters. 

(8)  The  actual  physical  loss  for  farm 
service  buildings  and  farm  real  estate 
other  than  buildings  is  the  amount 
required  to  repair  the  property  or 


replace  it  with  a  building  or  property  of 
like  quality  and  capacity  which  will 
meet  all  applicable  code  requirements 
and  which  will  adequately  meet  the 
needs  of  the  farming  operation.  This 
amount  cannot  exceed  the  market  value 
of  the  property  at  the  time  of  the 
disaster. 

(9)  If,  in  addition  to  the  maximum 
physical  loss  loan  made  under  this 
Subpart,  an  additional  loan  must  be 
made  to  repair,  restore  or  replace 
damaged  or  destroyed  essential  farm 
property,  it  will  be  processed  as  a  major 
adjustment  loan. 

(10)  The  actual  physical  loss  for 
income-producing  trees  (fruit  or  nuts)  is 
the  cost  of  removing  the  damaged  or 
destroyed  trees,  cleaning  debris  and 
preparing  the  land  for  replanting,  plus 
the  cost  of  suitable  replacement  trees 
and  other  expenses  necessary  to 
reestablish  income-producing  trees. 
Losses  will  not  be  determined  by 
establishing  a  value  for  the  trees 
destroyed  or  damaged.  Any  salvage 
value  will  be  deducted  from  the  loss. 

The  applicant  may  choose  to  replace  the 
damaged  or  destroyed  trees  with  a 
different  enterprise  and  many  use  actual 
loss  loan  funds  for  that  purpose. 

(11)  The  actual  physical  loss  to  trees 
(grown  for  timber)  will  be  determined  by 
establishing  the  value  of  trees  less  any 
salvage  value.  This  estimate  of  value 
must  be  determined  by  a  recognized 
forester  who  wilt  cruise  the  timber  and 
establish  the  value  of  the  destroyed  and 
damaged  trees.  The  applicant  may 
choose  to  replace  the  damaged  tree 
enterprise  with  a  different  enterprise 
and  use  the  actual  loss  loan  funds  for 
that  purpose.  Those  applicants  whose 
major  farming  enterprises  are  other  than 
tree  farming,  but  who  have  a  wood  lot 
that  has  been  damaged,  will  have  their 
tree  losses  considered  as  physical  losses 
in  the  same  manner  as  set  forth  for  tree 
farms. 

(12)  The  actual  physical  loss  for  crops 
or  pasture  is  the  cost  of  cleaning  debris, 
preparing  the  land  for  replanting,  seed, 
fertilizer,  and  other  expenses  necessary 
to  reestablish  the  crops  or  pasture. 

These  costs  can  exceed  the  market 
value  of  the  crops  or  pasture  at  the  time 
of  the  disaster. 

(13)  When  a  crop  cannot  be  planted 
during  the  disaster  year  due  to  the 
disaster  and  the  applicant  chooses  to 
treat  the  loss  as  a  physical  loss,  the 
actual  physical  loss  is  limited  to  the  cost 
of  land  preparation,  other  expenses 
incurred  to  the  date  of  the  disaster  for 
crops  that  could  not  be  planted,  and  a 
pro  rata  share  of  the  total  operation’s 
fixed  costs  such  as  rent,  taxes,  and 
insurance.  The  applicant  must  provide 
an  itemized  list  of  all  the  claimed 


expenses  incurred  in  the  disaster  year 
for  those  enterprises  for  which  disaster 
losses  are  claimed.  This  list  must  be 
signed  by  the  applicant.  The  amount  of 
an  actual  lost  loan  cannot  exceed  the 
total  itemized  expenses  listed  by  the 
applicant. 

(14)  EM  actual  loss  loans  will  not  be 
made  to  flood  and  mudslide  victims  to 
repair  or  replace  damaged  or  destroyed 
farm  dwellings  or  farm  service  buildings 
and  their  contents  in  areas  where 
“National  Flood  Insurance”  is  available, 
except  as  authorized  in  Subpart  B  of 
Part  1806  of  this  Chapter  (FmHA 
Instruction  426.2). 

(15)  When  an  applicant  has  only 
housing  losses  and  is  eligible  for  an  SBA 
physical  loss  loan  in  an  area  where  SBA 
physical  loss  loans  are  available,  only 
SBA  will  make  the  loans  for  restoration 
or  replacement  of  farm  housing. 

(c)  Compensation  for  losses. 
Compensation  for  losses  fitim  a  disaster 
through  insurance,  government  disaster 
program  benefits  or  any  other  disaster 
program  relief  received  by  an  EM  loan 
applicant,  which  does  not  have  to  be 
repaid,  will  reduce  the  applicant’s  actual 
loss  by  the  amount  of  such 
compensation,  and  thus  will  be 
considered  in  determining  the 
applicant’s  eligibility  for  EM  loan 
assistance  and  the  maximum  amount  of 
actual  loss  loan  entitlement  The  amount 
of  any  disaster  program  benefits 
received  from  ASCS,  including  the 
Emergency  Livestock  Feed  Program 
(ELFP),  Emergency  Conservation 
Program  (ECP),  and  Disaster  Program 
payments  will  be  considered  as 
compensation  for  losses  (ASCS 
Deficiency  Payments  are  not  to  be 
considered  as  Compensation).  The 
amount  of  any  SBA  physical  disaster 
loan  assistance  received  for  the  same 
disaster,  based  on  physical  and/or 
production  losses  to  the  same  property 
will  not  be  considered  as  compensation 
in  determining  the  applicant’s  eligibility, 
but  will  be  deducted  from  the 
applicant’s  actual  disaster  losses  in 
determining  the  applicant’s  maximum 
actual  loss  loan  entitlement 

(d)  Maximum  actual  loss  loan.  This 
amoimt  will  be  limited  to  the  amount 
necessary  to  restore  the  farm  to  pre¬ 
disaster  condition;  however,  this  amount 
will  not  exceed  the  sum  of  the  maximum 
production  loss  (subsection  (a)  of  this 
section)  and  the  maximum  physical  loss 
(subsection  (b)  of  this  section)  of 
$500,000,  whichever  is  the  lesser.  If  the 
applicant  has  also  received  an  SBA 
disaster  loan  for  the  same  losses,  the 
sum  of  the  actual  loss  EM  loan  and  the 
SBA  disaster  loan  cannot  exceed 
$500,000.  Indebted  EM  loan  borrowers 
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could  receive  later  actual  loss  loans  not 
to  exceed  $500,000  for  each  additional 
qualifying  disaster.  However,  for 
disasters  occurring  on  or  before 
September  30, 1978,  the  amount  of  the 
actual  loss  loan  cannot  exceed  $250,000 
or  the  amount  of  the  actual  loss, 
whichever  is  the  lesser. 

§§  1945.164-1945.165  [Reserved] 

§  1945.166  Loan  purposes. 

EM  loans  may  be  made  for  the 
following  purposes: 

(a)  Loans  for  actual  losses.  (1)  The 
amount  of  the  maximum  actual  loss 
loan(s)  in  addition  to  the  limitations 
contained  in  §  1945.163(d)  of  this 
Subpart,  is  further  limited  to  the  actual 
dollar  loss,  or  the  actual  amount  of 
essential  family,  farm,  and  nonfarm 
enterprise  credit  that  the  applicant 
needs  to  carry  on  normal  operations, 
whichever  is  the  lesser.  However,  actual 
loss  loan  funds  will  not  be  used  to 
finance  a  nonfarm  enterprise,  unless 
such  enterprise  is  needed  to  support  a 
reasonable  standard  of  living  for  the 
family.  The  use  of  the  loss  funds  will  be 
identified  in  the  farm  and  home  plan  so 
that  a  determination  can  be  made  as  to 
whether  such  loan(s]  covered  all  or  a 
portion  of  the  actual  dollar  loss. 

(2)  Actual  loss  loan  funds  may  be 
used  for  any  of  the  following: 

(i)  Repair  or  replacement  of  disaster 
damaged  or  destroyed  farm  property: 

(ii)  Payment  of  farm  operating  debts 
incurred  during  the  disaster  year; 

(iii)  Payment  of  current  capital 
expenditure  loan  installments,  e.g.,  for 
chattel,  livestock  and  real  estate  debt 
payments: 

(iv)  Payment  of  essential  family  living 
expenses; 

(v)  Payment  of  current  taxes  due: 

(vi)  Payment  of  other  current  debts; 

(vii)  Payment  on  delinquent  debts; 

(viii)  Any  major  adjustment  loan 

purpose;  however,  refinancing  of  debts 
will  be  restricted  to  those  debts  (in 
whole  or  in  part]  that  must  be 
reHnanced  to  provide  a  sound  basis  for 
making  the  EM  actual  loss  l6an; 

(ix)  Financing  all  or  a  part  of  the  next 
year's  production  cost;  and 

(x)  Payment  of  reasonable  expenses 
customarily  paid  when  obtaining, 
planning,  and  closing  an  actual  loss 
loan,  such  as  fees  for  legal,  architectural 
and  other  technical  services  which  are 
required  to  be  paid  by  the  borrower,  and 
which  cannot  be  paid  from  other  funds. 
Loan  funds  also  may  be  used  to  pay  the 
borrower’s  share  of  social  security  taxes 
for  labor  hired  by  the  borrower  in 
connection  with  land  and  building 
development.  It  is  not  intended  that  this 
subparagraph  be  interpreted  to  include 


fees  charged  applicants  by  management 
consultants  and  other  professionals  for 
preparation  of  EM  loan  dockets, 
including  farm  and  home  plans  and 
other  FmHA  forms  used  in  processing 
such  loans. 

(b)  Annual  production  purposes.  (1) 
When  more  than  one  annual  production 
loan  is  made  during  the  same  production 
year,  the  loans  will  be  considered  a 
single  loan.  Annual  production  loans  for 
operating  purposes  may  be  made  to: 

(1)  Pay  essential  annual  production 
expenses,  including  annual  installments 
of  principal  and  interest  on  debts; 

(ii)  Pay  essential  family  living 
expenses;  and 

(iii)  Refinance  debts  when  the  amount 
loaned  for  that  purpose  can  be  expected 
to  be  repaid  from  income  received  from 
crops  and/or  livestock  produced  during 
the  production  year  being  financed  with 
EM  loan  funds. 

(2)  After  the  initial  EM  loan  for  annual 
production  purposes  is  made, 
subsequent  EM  annual  production  loans, 
for  subsequent  production  years,  may  be 
made  until  the  borrower  is  able  to  return 
to  normal  credit  sources  or  for  the 
periods  contained  in  paragraphs  (b)(2)(i) 
and  (ii)  of  this  paragraph,  whichever  is 
the  appropriate  period. 

(i)  Borrowers  with  loans  outstanding 
for  any  EM  loan  purpose  on  December 
15, 1979,  may  receive  subsequent  EM 
loans  for  annual  production  purposes, 
provided  no  more  than  five  (5) 
subsequent  EM  annual  production  loans 
are  made  per  disaster,  and  provided 
they  are  made  within  six  (6)  full 
calendar  years  after  the  disaster 
authorization  date. 

(ii)  Borrowers  not  having  outstanding 
EM  loans  on  December  15, 1979,  may 
receive  subsequent  EM  loans  for  annual 
production  purposes,  provided  no  more 
than  two  (2)  subsequent  EM  annual 
production  loans  are  made  per  disaster, 
and  provided  they  are  made  within 
three  full  calendar  years  after  the 
disaster  authorization  date. 

(3)  The  total  EM  annual  production 
loan  indebtedness  owed  by  a  borrower 
cannot  exceed  the  annual  production 
and  major  adjustment  loan  principal 
indebtedness  ceiling  established  in 
paragraph  (d)  of  this  section. 

(c)  Major  adjustment  loans.  Major 
adjustment  loans  can  be  made  subject  to 
the  time  frame  and  loan  ceiling 
provisions  prescribed  in  subsection  (d) 
of  this  section,  but  only  to  assure  that 
applicants  will  have  a  reasonable 
prospect  of  maintaining  a  sound  farming 
operation  after  they  have  sustained 
severe  losses  as  a  result  of  a  qualifying 
disaster.  A  major  adjustment  loan(s) 
must  be  necessary  to  permit  the 
applicant  to  continue  in  operation  on  a 


sound  basis.  Major  adjustment  loans 
must  assist  disaster  victims  in 
sustaining  or  rehabilitating  their  normal 
operations  until  such  time  as  they  are 
able  to  return  to  other  sources  of  credit. 
These  loans  can  be  used  for  any  crop  or 
livestock  changes  needed  to  achieve 
these  objectives,  and  to  overcome 
financial  difficulties  caused  by  the 
disaster.  Major  adjustment  loan  funds 
may  be  used  in  conjunction  with  EM 
actual  loss  loan  funds  for  any  : 

authorized  loan  purpose.  i 

(1)  The  total  major  adjustment  loan 
principal  indebtedness  owed  by  the 
borrower  cannot  exceed  the  annual 
production  and/or  major  adjustment 
loan(s)  principal  indebtedness  ceilings 
established  in  subsection  (d)  of  this 
section. 

(2)  Real  estate  purposes  (Subtitle  A). 
The  following  are  authorized  real  estate 
loan  purposes  and  major  adjustment 
loan  funds  may  be  used  to: 

(i)  Purchase  real  estate  necessary  to: 

(A)  Replace  land  and/or  water 
resources  that  cannot  be  restored  due  to 
the  disaster, 

(B)  Establish  a  new  site  for  farm 
dwellings  and  service  buildings  so  that 
the  applicant  can  relocate  outside  of  a 
flood  or  mudslide  prone  area; 

(C)  Replace  land  necessary  to  restore 
an  effective  operation  which  was 
liquidated  as  a  result  of  the  disaster 
before  an  EM  loan  could  be  made. 

(ii)  Construct,  buy,  or  improve 
buildings  and  facilities  essential  to  the 
applicant’s  farming  operation,  including: 

(A)  The  construction  of  an  essential 
farm  dwelling  and  service  buildings  of 
modest  design  and  cost,  including 
facilities  and  structures  for  nonfarm 
enterprises. 

(B)  The  improvement,  alteration, 
repair,  replacement,  relocation,  or 
purchase  and  transfer  of  such  essential 
dwellings  and  service  buildings, 
facilities,  structures  and  fixtures  that 
become.part  of  the  real  estate  or 
customarily  pass  with  the  farm  when  it 
is  sold.  This  includes  pollution  control 
and  energy  saving  devices. 

(C)  The  purchase  and/or  installation 
of  water  and  sewage  systems  and  other 
equipment,  including  pollution  control 
and  energy  saving  devices  necessary  to 
operate  a  farm  and/or  a  nonfarm 
enterprise,  provided  the  items  upon 
installation  become  part  of  the  real 
estate,  or  customarily  pass  with  the  farm 
when  it  is  sold. 

(iii)  Provide  land  and  water 
development,  pollution  control  and 
energy  saving  measures,  acquire  water 
supplies  and  rights,  and  promote  the  use 
and  conservation  essential  to  the 
operation  of  the  farm  and  any  nonfarm 
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enterprise  facilities.  This  includes 
providing  fencing,  drainage  and 
irrigation  facilities,  basic  applications  of 
lime  and  fertilizer,  and  facilities  for  land 
clearing.  This  also  includes  establishing 
approved  forestry  practices,  Hsh  ponds, 
trails  and  lakes,  improving  orchards, 
and  establishing  and  improving 
permanent  hay  or  pasture.  Sources  of 
water  may  be  located  outside  the  land 
owned  provided  appropriate  rights  or 
easements  are  obtained  to  ensure  that 
the  water  and  rights  will  pass  with  the 
farm  when  it  is  sold.  The  funds  for  land 
and  water  development  may  include  the 
costs  of  machinery  and  equipment 
needed  to  do  the  development,  only 
when  the  total  cost  of  the  development 
and  machinery  or  equipment  would  not 
exceed  the  cost  of  contracting  the  work 
or  hiring  the  labor  and  machinery 
needed  to  do  it  Loan  funds  may  be  used 
to  pay  that  part  of  the  cost  of  facilities, 
improvements,  and  “practices”  which 
will  be  paid  for  in  connection  with 
participation  in  programs  such  as  the 
Agricultural  Conservation  or  Great 
Plains  programs,  but  only  when  such 
costs  cannot  be  covered  by  purchase 
orders  or  assignments  to  material 
suppliers  or  contractors.  If  loan  funds 
are  advanced  and  the  portion  of  the 
payment  for  which  the  funds  were 
advanced  is  likely  to  exceed  $1,000,  the 
applicant  will  assign  the  payment  to 
FmHA. 

(A)  Funds  may  be  used  for 
development  costs  on  land  owned  with 
defective  title  provided: 

(1)  There  is  adequate  security  for  the 
loan, 

[2)  The  tract  with  defective  title  is  not 
included  in  the  appraisal  report,  and 

(J)  Not  more  than  $25,000  is  loaned  to 
an  applicant  to  use  for  development 
costs  on  a  tract  with  defective  title. 

(B)  Funds  may  be  used  for  real  estate 
improvements  or  repairs  on  land  leased 
by  the  applicant  if  all  of  the  following 
conditions  are  met: 

(1)  EM  loans  will  not  be  needed  year 
after  year  to  make  substantial  real 
estate  improvements; 

(2)  The  applicant  is  likely  to  continue 
to  operate  the  farm  for  a  sufficient 
period  of  time  and  under  such  terms  as 
will  yield  a  reasonable  return  on  the 
investment; 

(J)  The  applicant  has  reasonably 
secure  tenure  for  a  long  enough  priod  to 
enable  the  tenant  to  realize  adequate 
benefits  to  justify  the  expenditures; 

(4)  A  written  lease  is  obtained  which 
provides  for  payment,  to  the  tenant  or 
assignee,  for  any  unexhausted  value  of 
the  improvement  if  the  lease  is 
terminated; 

(5)  There  is  adequate  security  for  the 
loan;  and 


(8)  Not  more  than  $50,000  is  loaned  to 
a  tenant  for  real  estate  improvements, 
repairs,  or  for  refinancing  unsecured 
debts  clearly  incurred  for  such  purposes. 

(iv)  Refinance  secured  and  unsecured 
debts,  including  FmHA  debts  subject  to 
all  of  the  following; 

(A)  The  applicant’s  present  creditors 
will  not  furnish  credit,  even  with  an 
FmHA  guaranteed  loan,  at  rates  and 
terms  the  applicant  can  meet. 

(B)  When  applicants  request 
refinancing  of  loans  owed  normtil 
lenders,  such  as  banks.  Production 
Credit  Associations,  Federal  Land  Banks 
or  insurance  companies,  the  County 
Supervisor  will  obtain  early  in  the  loan 
processing  such  lender’s  determination 
with  respect  to  furnishing  the  applicant 
the  additional  credit  necessary  to 
accomplish  the  objectives  of  die  EM 
loan  and  reestablish  the  borrower’s 
operations  on  a  sound  basis  within  the 
borrower’s  ability  to  pay. 

(C)  Major  adjustment  loans  will  not 
normally  be  made  to  refinance 
intermediate  and  long-term  debts.  Only 
existing  delinquent  installments,  plus 
the  next  installment  which  the  applicant 
cannot  pay,  can  be  refinanced.  In 
unusual  circumstances,  when  the  above 
refinancing  is  essential  to  enable  the 
applicant  to  conduct  a  sound  farming 
operation  the  above  provisions  may  be 
waived.  Ordinarily,  in  the  case  of  old 
unsecured  debts  or  inadequately 
secured  debts,  applicants  will  be 
requested  to  contact  their  creditor(s) 
and  make  every  e^ort  to  obtain  a 
substantial  compromise  reduction  of 
such  debts  before  they  are  refinanced. 

(D)  The  County  Supervisor  must 
contact  the  appropriate  lender,  verify 
and  document,  eifter  in  the  running 
record  or  by  letter  from  the  lender,  the 
need  to  refinance  secured  debts  and 
major  unsecured  debts;  and  determine 
the  reason(s)  the  lender  will  not  carry 
the  debt,  even  with  an  FmHA  guarantee. 
The  unpaid  balance  of  the  debts  to  be 
refinanced  will  also  be  verified. 

(v)  Pay  reasonable  expenses 
customarily  paid  when  obtaining, 
planning,  making  and  closing  a  loan 
made  for  real  estate  purposes,  such  as 
fees  for  legal,  architectural  and  other 
technical  services,  which  are  required  to 
be  paid  by  the  applicant,  and  which 
cannot  be  paid  by  the  applicant  from 
other  resources.  Loan  funds  may  also  be 
used  to  pay  the  borrower’s  share  of 
Social  Security  taxes  for  labor  hired  by 
the  borrower  in  connection  with  land 
and  building  development  It  is  not 
intended  that,  this  subparagraph  be 
interpreted  to  include  fees  charged 
applicants  by  agricultural  management 
consultants  and  other  professionals  for 
preparation  of  EM  loan  dockets. 


including  farm  and  home  plans  and 
other  FmHA  forms  used  in  processing 
such  loans. 

(vi)  Finance  a  nonfarm  enterprise 
when  it  will  provide  another  source  of 
necessary  income  even  though  the 
owned  acreage  for  such  enterprise  is  not 
physically  located  on  the  farmland. 

(vii)  Pay  the  first  year’s  premium  for 
required  insurance  on  buildings  on  the 
property  which  are  to  serve  as  security 
for  the  loan.  Buildings  will  be  insured  in 
accordance  with  Subpart  A  of  Part  1806 
of  this  Chapter  (FmHA  Instruction 

426.1) ,  except  when  the  appraisal  report 
shows  that  the  land  alone  adequately 
secures  the  loan.  However,  the  applicant 
will  be  encouraged  to  take  property 
insurance  on  essential  buildings  to 
protect  the  applicant’s  own  interest 
Borrowers  eligible  for  insurance  under 
the  National  Hood  Insurance  Act  of 
1968  will  be  advised  of  its  availability  in 
accordance  with  Subpart  B  of  Part  1806 
of  this  Chapter  (FmHA  Instruction 

426.2) . 

(3)  Operating  purposes  (Subtitle  B). 

The  following  are  authorized  operating 
purposes  and  loan  funds  may  be  used  to: 

(i)  Purchase  machinery  and 
equipment,  livestock,  poultry,  fur 
bearing  and  other  farm  animals,  aquatic 
organisms,  worms,  birds,  tools,  bees, 
and  supplies:  or  to  piirchase  an 
individual’s  or  entity’s  undivided 
interest  in  such  items:  and  to  pay  costs 
incidental  to  reorganizing  the  farming 
system  which  will  provide  for  a  sound 
operation. 

(ii)  Purchase  and  repair  essential 
home  equipment  and  furnishings,  pay 
for  family  living  expenses  and  pay  for 
home  equipment  repairs  required  by  the 
applicant’s  family  to  sustain  itself  in  a 
reasonably  satisfactory  maimer. 

(iii)  Refinance  secured  and  unsecured 
operating  type  debts  in  whole  or  in  part, 
including  existing  FmHA  debts. 

(iv)  Purchase  milk  base,  either  with  or 
without  cows,  when  such  action  is 
necessary  to  assure  the  borrower  a 
satisfactory  mmket  for  dairy  production. 

(v)  Purchase  grazing  licenses,  permits, 
or  rights  which  can  be  validly  sold  and 
transferred. 

(vi)  Augment  and  improve  existing 
water  supplies  to  alleviate  the  adverse 
efrects  of  drought  and  other  natural 
disasters. 

(vii)  Purchase  membership  and  stock 
in  farm  purchasing,  farm  maiiceting,  or 
farm  service-type  cooperative 
associations,  including  grazing 
associations. 

(viii)  Pay  a  secured  creditor  an 
amount  not  to  exceed  20  percent  of  the 
appraised  maricet  value  (tf  the  essential 
farm  and  nonfarm  equipment  tmder 
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prior  lien  to  that  creditor,  or  20  percent 
of  the  amount  owed  to  such  creditor, 
whichever  is  the  lesser. 

(ix)  Purchase  a  franchise,  contract,  or 
privilege  when  essential  to  the  operation 
of  the  planned  enterprise. 

(x)  Make  a  partial  payment  on  crop 
storage  and  d^ing  facilities  when  the 
Commodity  Credit  Corporation  (CCC), 
through  the  ASCS,  is  providing  die  rest 
of  the  credit  under  the  CCC  Farm 
Storage  and  Drying  Equipment  Loan 
Program. 

(xi)  Pay  reasonable  expenses 
customarily  paid  when  obtaining, 
planning  and  closing  a  loan  made  for 
operating  purposes,  i.e.,  fees  for  legal, 
architectural  and  other  technical 
services,  which  are  required  to  be  paid 
by  the  applicant,  and  which  cannot  be 
paid  by  the  applicant  from  other 
resources.  It  is  not  intended  that  this 
subparagraph  be  interpreted  to  include 
fees  charged  applicants  by  agricultural 
management  consultants  and  other 
professionals  for  preparation  of  EM  loan 
dockets  including  farm  and  home  plans 
and  other  FmHA  forms  used  in 
processing  such  loans. 

(xii)  Pay  the  borrower's  share  of 
Social  Security  taxes  for  the  labor  hired 
by  the  borrower  in  coimection  with  land 
and  building  development 

(d)  Annual  production  and  major 
adjustment  loan  indebtedness  ceiling. 
The  total  combined  annual  production 
and  major  adjustment  loan(s) 
indebtedness  owed  by  a  borrower, 
insured  and/or  guaranteed,  cannot 
exceed  $500,000  outstanding  principal 
indebtedness  at  any  time  during  fiscal 
year  1961,  regardless  of  the  number  of 
disasters  under  which  an  applicant  may 
qualify.  During  fiscal  year  1982,  no  such 
loan  assistance  may  be  made  or 
guaranteed  in  an  amount  that  would 
cause  the  combined  total  of  unpaid 
principal  indebtedness  to  exceed 
$500,000;  and  during  Hscal  year  1983, 
and  all  Hscal  years  thereafter,  no  such 
loan  assistance  may  be  made  or 
guaranteed  in  any  amount.  The 
combined  total  of  all  EM  insured  and/or 
guaranteed  major  adjustment  loan  funds 
used  for  both  Subtitle  A  and  Subtitle  B 
purposes,  which  are  to  be  secured  by 
real  estate,  and  which  will  be  used  for 
financing  secured  and/or  unsecured 
debts,  will  not  exceed  $300,000 
outstanding  principal  indebtedness 
regardless  of  the  number  of  qualifying 
disasters.  Borrowers  with  EM  loans 
outstanding  on  December  15, 1979.  may  • 
receive  subsequent  EM  annual 
production  loans  in  accordance  with  the 
provisions  of  paragraph  (b)  of  this 
section  in  amounts  necessary  to 
continue  their  normal  farming 


operationfs)  without  regard  to  this 
indebtedness  ceiling. 

(e)  Relationship  with  Economic 
Emergency  (EE)  loans.  When  an  EM 
loan(s]  for  annual  production  or  major 
adjustment  purposes  is  made  at  the 
same'time  as,  or  after,  an  EE  loan, 
subtract  the  amount  of  the  EE  loan 
(outstanding  principal  only)  from  the 
loan  ceilings  set  out  in  paragraph  (d)  of 
this  section.  The  difference  is  the 
maximum  loan  which  can  be  made  for 
EM  annual  production  and/or  major 
adjustment  loan  purposes. 

§  1945.167  Loan  limitations  and  special 
provisions. 

(a)  Use  of  EM  loan  funds  not 
authorized  for  expansion  purpose(s).  EM 
loan  funds  (actual  loss,  annual 
production  and  major  adjustment 
Subtitle  A  and  Subtitle  B)  will  not  be 
used  to  expand  an  applicant’s  farming, 
ranching  or  aquaculture  operation 
beyond  that  which  constituted  the 
normal  predisaster  operation(s).  This 
limitation  is  not  intended  to  prohibit 
minor  changes  in  minor  crop  or  livestock 
enterprises  provided: 

(1)  Any  new  or  changed  crop  or 
livestock  system  is  proven  for  the  area; 
and 

(2)  The  applicant  has  the  knowledge 
and  ability  to  manage  the  changed 
operation;  and 

(3)  New  or  additional  capital 
investment  is  not  required, 

EM  applicants  who  will  continue  to 
conduct  a  family  size  farming  operation 
(as  dehned  in  paragraph  (a)(12)  of 
§  1945.154  of  this  Subpart]  may,  if 
eligible,  receive  a  regular  FmHA  farm 
ownership  (FO),  and/or  operating  (OL) 
loan(s]  simultaneously  with  their  initial 
EM  loan  assistance  for  the  purpose  of 
expanding  their  predisaster  operation(s). 
Applicants  applying  for  initial  EM  loan 
assistance  will  be  advised  that  no 
expansion  of  their  operation  is  permitted 
with  EM  loan  funds;  and  that  if,  after 
receiving  initial  EM  loan  assistance 
under  any  given  disaster,  they  do 
expand  their  farming  operation(s]  with 
conventional  credit  or  with  OL.  or  FO 
loan  funds,  such  expansion  will  preclude 
them  from  any  subsequent  EM  loan 
assistance  under  that  disaster 
designation.  If  after  receiving  initial  EM 
loan  assistance  under  a  given  disaster,  a 
borrower  does  expand  his/her  farming 
operation(s),  no  further  EM  loan 
assistance  will  be  considered  unless  the 
borrower  suffers  qualifying  losses  under 
a  new  declared/ designs  ted/authorized 
disaster. 

(b)  Applicants  involved  in  more  than 
one  operation.  Loans  to  applicants 
involved  in  more  than  one  farming 
operation  will  be  considered  as  follows: 


(1)  If  an  applicant,  in  addition  to  the 
applicant's  own  farming  operation,  owns 
or  controls  50  percent  or  more  of  another 
farming  operation(s),  and  the  applicant 
is  actively  engaged  in  both  operations, 
both  the  applicant  and  the  o^er  farm 
operation(s)  may  be  considered  for 
separate  loans  provided  the  combined 
total  does  not  exceed  the  loan 
limitations  as  set  out  in  §  1945.163(d), 

§  1945.166(d)  of  this  subpart. 

(2)  If  the  applicant  is  a  cooperative, 
corporation,  or  partnership  and  any 
principal  member,  principal  stockholder, 
or  principal  partner  owns  or  controls  50 
percent  or  more  of  another  farming 
operation(s)  and  is  actively  engaged  in 
both  operations,  both  the  applicant 
entity  and  the  other  farming  operation(s) 
may  be  considered  for  separate  loans 
provided  the  combined  total  does  not 
exceed  the  loan  limitations  as  set  out  in 
§  1945.163(d)  and  §  1945.166(d]  of  this 
subpart 

(3)  If  an  applicant  including  any 
principal  member,  principal  stockholder, 
and  principal  partner  who,  in  addition  to 
the  applicant's  own  farm  operation, 
owns  or  controls  less  than  50  percent  of 
another  farm  operation(s),  and  is 
actively  engaged  in  a  separate  farm 
operation(s],  the  applicant  and  the  other 
farm  operation(s)  will  be  considered  as 
separate  entities  for  application  of  the 
loan  limitations. 

(4)  If  the  applicant  described  in 
paragraphs  (b)(1),  (2)  and  (3)  of  this 
section  is  deemed  to  be  ineligible,  such 
determination  shall  not  preclude  the 
other  operation(s)  in  which  the  applicant 
holds  an  interest  from  being  considered 
for  an  EM  loan(s). 

(c)  Insured  and  guaranteed  loan 
making.  An  insured  EM  loan  will  not  be 
made  simultaneously  with  a  guaranteed 
EM  loan  or  vice  versa. 

(d)  Refinancing  guaranteed  loans.  An 
insured  loan  will  not  be  made  to 
reHnance  a  guaranteed  loan,  except 
when  the  following  conditions  are  met: 

(1)  The  circumstances  causing  the 
need  to  refinance  were  beyond  the 
borrower's  control. 

(2)  Refinancing  is  in  the  best  interest 
of  the  Government 

(e)  Subsequent  EM  loans.  Subsequent 
(additional)  EM  loans  may  be  made  for 
the  same  purposes  and  under  the  same 
conditions  as  an  initial  EM  loan. 

(f)  New  appraisals.  New  “Appraisal  of 
Real  Estate  Reports"  are  not  required  if 
the  appraisal  report  in  the  file  is  not 
over  two  years  old,  unless  the  approval 
official  requests  a  new  appraisal  report 
or  unless  significant  changes  in  the 
market  value  of  real  estate  have 
occurred  in  an  area  within  the  two  year 
period.  Any  changes  in  the  value  of  real 
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estate  or  chattel  security  will  be 
recorded,  dated  and  initialed  by  the 
certified  appraiser  on  the  appropriate 
appraisal  reports  in  the  file. 

(g)  Record  Keeping.  EM  borrowers 
receiving  or  indebted  for  EM  loans  of 
$100,000  or  more  are  required  to  keep 
hard  farm  records  on  an  approved 
format  or  use  an  accountant  or  a  farm 
management  service  computer  system 
as  long  as  they  are  indebted  for  EM 
loans.  EM  borrowers  are  required  to 
retain  these  records  for  three  years.  (See 
Subpart  B  of  Part  1924  of  this  Chapter.) 

(h)  Disbursement  of  loan  funds.  Loan 
funds  (either  actual  loss,  annual 
production,  or  major  adjustment)  which 
will  not  be  disbursed  for  specific 
purposes  at  loan  closing  will  not  be 
requested  in  the  initial  request  for  funds 
from  the  Finance  Office.  The  “Loan 
Disbursement  System”  will  be  used  to 
make  funds  available  when  they  are 
actually  needed.  See  §  1945.189(a)(8)  of 
this  Subpart  for  instructions  on  the  use 
of  supervised  bank  accounts. 

§  1945.168  Rates  and  terms. 

(a)  Interest  rates.  Interest  on  the 
initial  advance  will  accrue  from  the  date 
of  the  promissory  note.  Interest  on  other 
advances  will  accrue  from  the  date  of 
the  loan  check  for  each  such  advance. 
Interest  rates  are  speciHed  in  Subpart  A 
of  Part  1810  of  this  Chapter  (FmHA 
Instruction  440.1,  Exhibit  B.  available  at 
any  FmHA  office.) 

(b)  Terms  of  loans.  Loans  will  be 
scheduled  for  repayment  at  such  time  as 
the  FmHA  approval  official  may 
determine,  consistent  with  the  purpose 
of  and  need  for  the  loan.  The  approval 
official  will  also  consider  the  useful  life 
of  the  security  and  the  repayment  ability 
of  the  applicant,  as  reflected  in  the 
completed  Form  FmHA  431-2,  “Farm 
and  Home  Plan,”  when  setting  the  term 
of  each  loan.  Even  with  a  deferment, 
there  must  be  an  interest  installment 
scheduled  at  least  annually. 

(1)  Operating  purposes  (Subtitle  B). 
Actual  production  or  physical  loss  loans 
for  losses  of  crops,  livestock  and/or 
chattels;  and  annual  production  and 
major  adjustment  (Subtitle  B)  loans  will 
be  scheduled  for  repayment  as  follows; 

(i)  Actual  production  or  physical  loss 
loans  made  for  operating  purposes 
under  §  1945.166(a).  or  major  adjustment 
(Subtitle  B)  loans  made  for  purposes 
under  §  1945.166(c)(3)  of  this  Subpart, 
will  be  for  periods  not  to  exceed  7  years. 
Loans  may  be  scheduled  for  a  longer 
repayment  period  if  the  FmHA  approval 
official  determines  that  the  needs  of  the 
applicant  justify  a  longer  term,  and  the 
loan(s)  can  be  secured  for  the  longer 
term.  Such  longer  period  may  be 
approved  as  warranted,  but  cannot 


exceed  20  years.  This  longqr  repayment 
period  will  be  used  only  when  the  Farm 
and  Home  Plan  projections  indicate  the 
applicant  would  be  unable  to  repay  the 
loan  in  a  shorter  period,  taking  into 
consideration  rescheduling  possibilities. 
The  reason(s)  that  a  term  longer  than  7 
years  is  given  must  be  documented  in 
the  county  office  case  file.  Generally, 
real  estate  will  be  needed  as  security 
when  the  longer  repayment  period  is 
authorized.  V^en  the  longer  term  is 
used,  rescheduling  is  not  authorized  to 
extend  beyond  20  years  from  the  date  of 
the  original  note. 

(ii)  Loans  made  for  annual  recurririg 
production  expenses  under  §  1945.166(b) 
of  this  Subpart,  or  for  payment  of  bills 
incurred  for  such  purposes  for  the 
operating  or  crop  year  being  financed, 
will  be  scheduled  for  repayment  when 
the  principal  income  from  the  year’s 
operations  is  normally  received. 

(iii)  Loans  made  to  purchase  or 
produce  feed  for  productive  livestock  or 
livestock  to  be  fed  for  the  market,  or  to 
pay  bills  incurred  for  such  purposes  for 
the  crop  year  being  financed,  will  be 
scheduled  for  repayment  when  the 
principal  income  from  the  sale  of  such 
livestock  or  livestock  products  is 
planned  to  be  received. 

(iv)  When  conditions  warrant, 
installments  may  vary  in  amount. 
However,  the  final  installment  will  not 
be  larger  than  the  amount  which  can  be 
expected  to  be  refinanced  by  other 
agricultural  lenders  or  be  repaid  within 
a  rescheduled  period  of  not  to  exceed  7 
years.  The  applicant  must  be  advised 
before  tlie  loan  is  closed  that  FmHA  will 
review  each  case  at  the  end  of  the  initial 
loan  term  to  determine  if  rescheduling  is 
warranted,  and  that  there  is  no 
obligation  for  FmHA  to  continue  with 
the  borrower  after  the  expiration  of  the 
initial  loan  term. 

(2)  Real  estate  purposes  (Subtitle  A). 
Physical  loss  loans  made  for  actual 
losses  to  real  estate  (§  1945.166(a)  of  this 
Subpart)  and  loans  made  for  major 
adjustment  (Subtitle  A)  purposes 
(§  1945.166(c)(2)  of  this  Subpart)  will 
normally  be  scheduled  for  repayment  in 
not  to  exceed  30  years.  Loans  may  be 
scheduled  for  a  longer  repayment  period 
if  the  FmHA  approval  official 
determines  that  the  needs  of  the 
applicant  justify  a  longer  repayment 
period.  A  longer  term  may  be  approved 
as  warranted,  but  cannot  exceed  40 
years.  The  longer  repayment  period  will 
be  used  only  when  it  is  evident  the 
applicant  will  be  imable  to  repay  the 
loan  in  a  shorter  period.  The  reason(s) 
for  giving  the  longer  period  must  be  well 
documented  in  the  county  office  case 
file. 


(3)  Repayment  terms  when  debts  are 
refinanced.  When  secured  or  unsecured 
debts  are  refinanced  with  a  major 
adjustment  loan,  the  type  of  basic 
security  taken  will  determine  the  terms 
and  the  interest  rate  charged  and  the 
type  of  assistance  code  used  on  Form 
FmHA  1940-1. 

(i)  When  basic  security  is  other  than 
real  estate,  the  loan  may  be  scheduled 
for  repayment  in  accordance  with 
paragraph  (b)(1)  of  this  section,'and  the 
Subtitle  B  purpose  Interest  rate  will  be 
charged. 

(ii)  When  real  estate  will  serve  as 
basic  security,  the  loan  may  be 
scheduled  for  repayment  in  accordance 
with  paragraph  (b)(2)  of  this  section,  and 
the  Subtitle  A  purpose  interest  rate  will 
be  charged. 

(c)  Consolidation,  rescheduling, 
reamortization  and  deferral.  (1)  General 
requirements.  When  the  loan  approval 
official  determines  that  consolidation, 
rescheduling,  reamortization,  or  deferral 
will  assist  in  the  orderly  collection  of  an 
EM  loan,  the  loan  approval  official  may 
take  such  action.  The  requirements  of 
this  paragraph  apply  when  a  new  loan  is 
being  made.  If  only  existing  loans  are 
involved  and  no  new  loan  is  being 
made,  see  Subpart  A  of  Part  1951  of  this 
chapter. 

(1)  W'hen  deferring,  consolidating  or 
rescheduling  EM  loans  made  for 
operating  purposes,  the  requirements  set 
out  in  Subpart  A  of  Part  1951  of  this 
Chapter,  §  1951.33(b)(1)  through  (b)(6) 
must  be  met. 

(ii)  When  deferring  or  reamortizing 
EM  loans  made  for  real  estate  purposes, 
the  requirements  of  Subpart  A  of  Part 
1951  of  this  Chapter.  S  1951.40(b)  that 
apply  to  EM  loans  must  be  met. 

(2)  Consolidation  and  rescheduled. 

EM  loans  made  for  operating  purposes 
may  be  consolidated  or  rescheduling 
subject  to  the  conditions  set  out  in 
Subpart  A  of  Part  1951  of  this  chapter. 

§  1951.33  (d)(1)  through  (d)(5)  and  (d)(7) 
that  apply  to  EM  loans. 

(3)  Reamortization.  Existing  EM  loans 
made  for  real  estate  purposes  may  be 
reamortized  when  a  new  EM  loan  is 
made  subject  to  the  conditions  set  out  in 
Subpart  A  of  Part  1951  of  this  chapter. 

§  1951.40  (b)(l)(i)  through  (b)(l)(iii)  that 
apply  to  EM  loans. 

(4)  Deferral.  Installments  on  EM 
loans.  Including  loans  which  are 
consolidated,  rescheduled  or 
reamortized,  may  be  deferred. 

(i)  When  deferring  installments  on  EM 
loans  made  for  operating  type  purposes, 
the  requirements  set  out  in  Subpart  A  of 
Part  1^1  of  this  chapter,  §  1951.33(e)(1) 
must  be  met. 


28352 


Federal  Register  /  Vol.  46,  No.  100  /  Tuesday,  May  26,  1981  /  Rules  and  Regulations 


(ii)  When  deferring  installments  on 
EM  loans  made  for  real  estate  purposes, 
the  requirements  set  out  in  subpart  A  of 
Part  1951  of  this  chapter,  §  1951.40(b)(2) 
must  be  met. 

(iii)  Deferred  installments  on  EM 
loans  made  for  operating  type  or  real 
estate  purposes  should  be  scheduled 
and  repaid  in  accordance  with  Subpart 
A  of  Part  1951  of  this  chapter,  §  1951.33 
(e)(2)(i)  through  (e)(2)(iv). 

(5)  Terms. 

(i)  Consolidation  and  rescheduling. 

All  EM  loans  made  for  Subtitle  B 
(operating)  purposes  will  be  repaid  over 
a  period  consistent  with  the  borrower’s 
repayment  ability,  but  not  in  excess  of  7 
years  from  the  date  of  the  consolidation 
or  rescheduling  except  in  special  cases 
authorized  in  paragraph  (b)(1)  of  this 
section,  where  a  longer  term  is  needed. 
Initial  EM  loans  for  operating  type 
purposes  may  be  rescheduled  for  up  to 
20  years  from  the  date  of  the  original 
note. 

(ii)  Reamortization.  Existing  EM  loans 
made  for  real  estate  purposes  may  be 
reamoritized  in  accordance  with 

§  1951.40(c)(1)  of  Subpart  A  of  Part  1951 
of  this  chapter. 

(6)  Interest  rates.  The  interest  rates 
for  consolidated,  rescheduled,  and 
reamortized  loans  are  as  follows: 

(i)  For  consolidated,  reamortized,  or 
rescheduled  non-actual  loss  loans,  the 
current  rate  speciHed  in  Subpart  A  of 
Part  1810  of  this  chapter  (FmHA 
Instruction  440.1,  Exhibit  B,  available  in 
any  FmHA  office)  at  the  time  of 
consolidation,  reamortization  or 
rescheduling  will  apply. 

(ii)  For  reamortized  or  rescheduled 
actual  loss  loans,  the  interest  rate  will 
not  be  changed  from  that  in  the  original 
note. 

(7)  Processing  consolidation, 
rescheduling,  and/or  deferment.  These 
functions  will  be  performed  in 
accordance  with  the  FMI  to  Form  FmHA 
1940-17,  “Promissory  Note." 

(8)  Disposition  of  promissory  notes. 
The  original  and  County  Office  copy  of 
all  notes  that  are  consolidated, 
rescheduled,  reamortized  or  deferred 
will  be  stamped  “Consolidated," 
“Rescheduled,”  “Reamortized,”  or 
“Deferred,”  as  appropriate,  by  the 
County  Office,  "nie  original  note  will  be 
filed  with  Form  FmHA  452-2, 
“Reamortization  and/or  Deferral 
Agreement,"  when  appropriate,  and  the 
copy  filed  in  the  borrower’s  case  file. 
When  consolidated,  rescheduled, 
reamortized  or  deferred  notes  have  been 
paid  in  full  or  otherwise  satisfied,  the 
notes  will  be  handled  in  accordance 
with  the  provisions  of  Subpart  A  of  Part 
1951  and  of  Part  1864  (FmHA  Instruction 
456.1)  of  this  chapter. 


(d)  Graduation.  Borrowers  will  be 
required  to  graduate  when  FmHA 
determines  they  are  able  to  obtain  their 
needed  credit  fiom  conventional 
sources.  All  borrowers  will  be  advised 
that  they  will  be  reviewed  for 
graduation  periodically  in  accordance 
with  the  graduation  procedure  in  Part 
1865  of  this  chapter  (FmHA  Instruction 
451.6,  a  copy  of  which  is  available  in 
any  FmHA  County  Office).  EM 
borrowers  will  be  reviewed  for 
graduation  three  (3)  years  after  their 
initial  EM  loan  is  made  and  every  two 

(2)  years  thereafter,  until  graduation  is 
achieved  or  the  EM  indebtedness  is  paid 
in  full.  Applicants  who  cannot  get  credit 
elsewhere  as  defined  in  §  1945.156(b)  of 
this  Subpart,  will  be  advised  during  loan 
processing  and  again  at  loan  closing  that 
they  will  be  required  to  refinance  at  any 
time  when  other  satisfactory  credit  is 
available  to  them,  even  though  their 
loans  have  not  fully  matured.  Applicants 
who  can  get  credit  elsewhere  will  be 
advised  during  loan  processing  and 
again  at  loan  closing  that  they  will  be 
required  to  refinance  at  any  time  after 
the  initial  3  year  waiting  period  when 
other  satisfactory  credit  is  available  to 
them,  even  though  their  loans  have  not 
fully  matured. 

§  1945.169  Security  requirements. 

(a)  Security.  (1)  The  County 
Supervisor  is  responsible  for  seeing  that 
adequate  and  proper  security  is  obtained 
and  maintained,  and  that  the  security 
instruments  have  been  properly 
executed  and  recorded  to  protect  the 
interest  of  the  Govenunent. 

(2)  Except  for  the  modifications 
contained  in  paragraph  (d)  of  this 
section,  security  must  be  of  such  a 
nature  and  extent  that  repayment  of  the 
loan  is  reasonably  assured,  considering 
the  applicant’s  managerial  ability, 
soundness  of  the  operation,  and 
projected  earnings.  When  a  major 
adjustment  loan  for  real  estate  purposes 
is  made,  the  security  will  be  not  less 
than  the  best  lien  obtainable  on  all  farm 
real  estate  and,  when  all  other  real 
estate  security  has  been  considered  and 
found  to  be  insufficient,  the  best  lien 
obtainable  on  farm  personal  property 
will  also  be  taken.  Security  for  loans 
may  include,  but  is  not  limited  to  the 
following:  livestock,  livestock  products, 
crops,  land,  buildings,  machinery, 
equipment,  furniture,  fixtures,  inventory, 
accounts  receivable,  cash  or  special 
cash  collateral  accounts,  personal  and 
corporate  guarantees,  marketable 
securities,  and  cash  surrender  value  of 
life  insurance.  Security  may  also  include 
assignments  of  leases  or  leasehold 
interests,  revenues,  patents,  and 
copyrights.  In  unusual  cases,  the  loan 


approval  official  may  require  a  co-signer 
or  a  pledge  of  security  by  a  third  party. 
Generally,  a  pledge  of  security  in  lieu  of 
a  co-signer  is  preferable. 

(3)  A  lien  will  not  be  taken  on 
property  that  cannot  be  made  subject  to 
a  valid  lien,  nor  will  a  lien  be  taken  on 
subsistence  livestock,  household  goods, 
and  small  tools  and  small  equipment 
such  as  handtools,  power  lawn  mowers, 
and  other  items  of  like  type  not  needed 
for  security  purposes.  A  lien  on  feed 
crops  does  not  have  to  be  taken  if  the 
crops  produced  by  the  borrower  are 
used  to  feed  livestock,  other  than 
livestock  being  fed  for  market,  and  the 
loan  is  otherwise  well  secured. 

(4)  When  insured  and  guaranteed 
loans  are  involved  to  the  same 
borrower,  separate  security  must  be 
clearly  identified  for  both  the  insured 
and  guaranteed  loans. 

(b)  Personal  liability.  The  signatures 
of  ail  principal  partners  of  a  partnership, 
principal  members  of  a  cooperative  and 
principal  stockholders  of  a  corporation 
are  required  to  evidence  their  full 
personal  liabilities  on  the  promissory 
note  as  individuals,  except  in  unusual 
circumstances  including  legal  disability 
or  extended  absence  from  the  country. 

(1)  When  the  applicant  is  an 
unincorporated  farm  cooperative,  the 
promissory  note  will  be  executed  so  as 
to  evidence  the  liability  of  the 
cooperative  as  well  as  each  member  as 
an  individual.  This  will  be  accomplished 
by  typing  the  name  of  tlie  cooperative 
above  the  space  provided  for  signatures 
and  having  the  note  executed  by  each 
member  of  the  cooperative  both  as  a 
member  and  as  an  individual.  To 
evidence  the  liability  of  the  cooperative, 
the  words  “As  Members”  will  be  typed 
immediately  beneath  the  name  of  Uie 
cooperative  and  each  member  will  sign 
thereunder.  To  evidence  the  members’ 
liability  as  individuals,  the  words  “As 
Individuals”  will  be  typed  at  the  top  of 
the  blank  space  to  the  left  of  the  lines 
for  signatures,  and  each  member  will 
sign  thereunder. 

(2)  When  the  applicant  is  a 
corporation  or  an  incorporated 
cooperative,  the  promissory  note  will  be 
executed  by  the  corporation  or 
cooperative  acting  through  its 
authorized  officials.  To  evidence  the 
principal  stockholders’  or  members’ 
liability  as  individuals,  each  principal 
stockholder  or  member  will  sign  the 
note. 

(3)  When  the  applicant  is  a 
partnership,  the  promissory  note  will  be 
executed  so  as  to  evidence  the  liability 
•of  the  partnership  as  well  as  each 
principal  partner  as  an  indivdual.  ’This 
will  be  accomplished  by  typing  the 
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name  of  the  partnership  above  the  space 
provided  for  signatures  and  having  the 
note  executed  by  the  members  of  the 
partnership  both  as  partners  and  as 
individuals.  To  evidence  liability  of  the 
partnership,  the  words  “As  Partners” 
will  be  typed  inunediately  beneath  the 
name  of  the  partnership  and  each 
partner  will  sign  thereunder.  To 
evidence  the  principal  partners'  liability 
as  individuals,  the  words  “As 
Individuals”  will  be  typed  at  the  top  of 
the  blank  space  to  the  left  of  the  lines 
for  signatures  and  each  principal  partner 
will  sign  thereunder.  — 

(c)  Personal  and  corporate 

guarantees.  (1)  If  a  review  of  all  credit 
factors  indicates  the  need  for  additional 
security,  the  loan  approval  official  may 
require  additional  personal  and/or 
corporate  guarantees,  including 
guarantees  from  principals  of  parent, 
subsidiary  or  affiliated  companies.  The 
loan  approval  official  will  require  that 
such  guarantees  be  secured  by  security 
which  has  an  equity  value.  Any  security 
referred  to  in  paragraph  (a){2)  of  this 
section  may  be  used  to  secure  the 
gurantees.  * 

(2)  Guarantors  of  applicants  will; 

(i)  In  the  case  of  personal  guarantees, 
provide  current  financial  statements 
(not  over  30  days  old  at  time  of  Hling), 
signed  by  the  guarantors  and  disclosing 
community  or  homestead  property. 

(ii)  In  the  case  of  corporate 
guarantees,  provide  current  financial 
statements  (not  over  30  days  old  at  time 
of  filing),  certified  by  an  officer  of  the 
corporation. 

(3)  When  security  is  taken  under  this 
subsection  (c)  of  this  section  it  will  be 
serviced  in  accordance  with  Subpart  A 
of  Part  1962  of  this  chapter,  if  chattels, 
and  Subpart  A  of  Part  1872  of  this 
chapter  (FmHA  Instruction  465.1).  if  real 
estate. 

(d)  Applicant’s  repayment  ability. 
When  adequate  security  is  not  available 
because  of  the  disaster,  the  loan 
approval  official  will  accept  as  security 
such  collateral  as  is  available,  if  the 
following  conditions  are  met: 

(1)  A  portion  or  ail  of  the  security  has 
depreciated  in  value  due  to  the  disaster: 
and 

(2)  The  applicant  will  give  FmHA  a 
lien  on  all  assets  owned  by  the 
applicant  and  all  assets  owned 
personally  by  principal  owners  of  the 
applicant  entity;  and 

(3)  The  available  security,  together 
w'ith  the  approval  official’s  confidence 
in  the  applicant's  repayment  ability,  is 
adequate  to  secure  the  loan.  When 
considering  “repayment  ability”  as  a 
form  of  security,  the  reserve  or  margin 
between  the  balance  available  for  debt 
repayment  shown  in  Table  “J”  of  Form 


FmHA  431-2,  “Farm  and  Home  Plan,” 
and  the  principal  and  interest  scheduled 
for  payment  in  Table  “K”  of  the  plan  is 
the  “repayment  ability”  collateral  which 
may  be  considered  in  loan  making 
actions  when  this  plan  is  developed  for 
the  typical  year.  The  “typical  year”  plan 
must  show  that  the  portion  of  the  loan 
secured  by  “repayment  ability”  will  be 
paid  back  in  a  reasonable  period  of 
time,  i.e.,  the  loan  balance  will  be 
reduced  to  a  fully  secured  loan  within  3 
years. 

(e)  Life  insurance.  If  the  loan  approval 
official  believes  it  is  needed  as 
additional  security,  life  insurance  may 
be  required  for  the  individual  borrower 
or  for  the  principals  and  key  employees 
of  an  entity  borrower  listing  FmHA  as 
the  beneficiary.  This  Ufe  insurance  may 
be  decreasing  term  insurance.  A 
schedule  of  life  insurance  available  as 
security  for  the  loan  w'ill  be  included  as 
part  of  the  application. 

(f)  Operating  purposes.  (1)  Loan  funds 
used  for  annual  production  purposes 
will  be  secured  by  a  first  lien  on  the 
crop  or  livestock  or  both,  being  financed 
with  EM  loan  funds,  plus  enough  other 
security,  including  personal  property, 
real  estate  and  crop  insurance,  to  assure 
that  the  Government’s  financial  interest 
will  be  protected.  When  the  applicant 
can  provide  no  security  other  than  a  first 
lien  on  the  crop  or  livestock  or  both,  the 
amount  of  the  loan  will  be  limited  to  the 
greater  of  $100,000  or  75  percent  of  the 
estimated  gross  farm  income  planned  as 
shown  on  Form  FmHA  431-2,  or  as 
showrn  on  another  acceptable  plan  of 
operation  based  on  normal  production 
and  prices  authorized  by  the  State 
Director  for  developing  annual  farm 
plans  within  the  State.  When  an  EM 
borrower  who  is  indebted  for  an  annual 
operating  loan  which  is  secured  only  by 
a  first  lien  on  the  crop  or  livestock  or 
both,  needs  a  subsequent  EM  loan  for 
annual  operating  purposes  during  the 
current  calendar  year  to  complete  that 
year’s  farming  operation  and  the  loan  is 
needed  to  protect  the  Government’s 
financial  interest,  the  $100,000  or  75 
percent  gross  income  requirement  will 
not  apply,  provided  the  loan  is 
otherwise  sound  and  proper. 

(2)  Loans  made  for  operating  purposes 
authorized  in  §  1945.166  (a)  and  (b)  or 
(c)(3)  of  this  Subpart  will  be  secured  by 
a  lien  on  sufficient  equity  in  livestock, 
crops,  equipment  and  machinery 
(including  trucks  and  automobiles)  and, 
when  necessary,  other  personal  property 
to  protect  the  Government’s  interest  A 
lien  on  part  or  all  of  the  real  estate 
owned  by  the  applicant  may  be  taken  as 
addition^  security,  if  such  additional 
security  is  needed  to  protect  the  interest 


of  the  Government.  When  the  applicant 
can  provide  no  security  other  than  a  first 
lien  on  crops  or  livestock  or  both,  the 
policy  outlined  in  subparagraph  (f)(1)  of 
this  section  will  apply.  A  second  crop 
lien  may  be  taken  when  it  has  security 
value  and  is  necessary  to  assure 
repa3rment  of  the  loan(s). 

(3)  Loans  only  for  the  acquisitioin  of 
memberships  or  the  purchase  of  stock  in 
cooperative  associations  may  be  made 
on  the  basis  of  the  borrower’s 
promissory  note  without  taking  security 
except  as  follows: 

(i)  An  assignment,  pledge,  or  other 
security  interest  in  the  stock  or  other 
evidence  of  membership  will  be 
obtained  provided  it  has  security  value. 
A  security  interest  may  also  be  taken  on 
significant  amounts  of  patronage, 
dividends  or  refunds  or  on  undivided 
profits  and  other  holdings.  The  security 
interest  will  be  in  the  form  of  an 
assignment,  pledge,  or  other  instrument, 
and  will  be  taken  on  FmHA  forms  and 
in  the  manner  approved  by  OGC.  Stock 
certificates  and  similar  security  will  be 
kept  in  the  County  Office.  A  notation 
will  be  made  on  Form  FmHA  1905-1, 
“Management  System  Card-Individual,” 
showing  that  such  security  has  been 
retained. 

(ii)  In  individual  cases,  loan  approval 
officials  may  require  a  lien  on  crops  or 
chattels  as  additional  security  for  a  loan 
made  for  the  acquisition  of  a 
membership  or  stock,  if  they  determine 
such  additional  security  is  necessary  to 
protect  the  Government’s  interest. 

(4)  The  advice  of  OGC  will  be 
obtained  on  how  to  perfect  a  security 
interest  when  milk  base  and  grazing 
permits  are  financed  or  taken  as 
security. 

(5)  General  intangibles,  accounts,  or 
contract  rights  may  be  taken  as  seciuity 
for  production  loss  loans  made  to 
contract  feeders,  tenants  with  share- 
lease  arrangements,  or  other  farmers 
with  similar  arrangements.  National 
Office  approval  will  be  obtained  before 
taking  such  items  as  security  for  a  loan. 

(g)  Real  estate  purposes.  Loans  for  the 
purposes  authorized  in  §  1945.166(a) 
(real  estate  purposes  only)  and  (c)(2)  of 
this  Subpart  will  be  secured  by  a  lien  on 
real  estate.  However,  if  the  applicant 
does  not  have  sufficient  equity  in  the 
real  estate  to  secure  the  entire  amount 
of  the  loan,  a  lien  also  will  be  taken  on 
personal  property,  plus,  if  necessary,  a 
second  lien  on  crops  or  livestock.  An 
EM  loan  made  to  a  tenant  with  a  long¬ 
term  lease  will  be  secured  by  a  lien  on  a 
transferable  leasehold. 

(h)  Abbreviated  appraisals.  An 
abbreviated  appraisal  is  one  which  is 
completed  in  accordance  with 
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paragraph  (h}(2](i}  of  this  section.  See 
§  1945.175  of  this  Subpart  for 
instructions  on  complete  appraisals. 
Loans  may  be  approved  when  an 
abbreviated  appraisal  is  made  on  the 
property  being  taken  as  security  for  the 
loan,  provided: 

(1)  The  loan  approval  official 
determines  that  the  applicant’s  equity  in 
the  security  will  adequately  secure  the 
EM  loan. 

(2)  When  abbreviated  appraisals  are 
prepared: 

(i)  For  real  estate,  the  following 
portions  of  Form  FmHA  422-1, 

“Appraisal  Report  (Farm  Tract),’’  will  be 
completed:  The  heading  of  the  report. 

Item  A  of  Part  1,  Part  2,  Part  3,  Part  6, 

Part  7,  and  Part  8.  The  report  will  be 
signed  and  dated  by  an  FmHA 
authorized  appraiser. 

(ii)  For  chattel  property.  Form  FmHA 
440-21,  “Appraisal  of  Chattel  Property,’’ 
will  list,  identify,  and  show  the  value  of 
each  chattel  item  and  items  A  through  E 
will  be  completed. 

(i)  Combination  of  real  estate  and 
chattel  security.  When  an  EM  loan  is  to 
be  secured  by  a  lien  on  real  estate  or  a 
combination  of  real  estate  and  chattels, 
the  security  will  be  considered  “basic 
security."  However,  notwithstanding  the 
definition  in  §  1945.154(a)(33)  of  this 
Subpart,  when  chattels  are  primarily 
relied  upon  as  security  and  real  estate  is 
taken  only  as  additional  security  to 
better  protect  the  Government’s  interest, 
only  a  certification  of  ownership  and 
verification  of  equity  in  real  estate  is 
required,  if  the  applicant  is  an 
individual.  Certiflcation  of  ownership 
may  be  accepted  in  the  form  of  a 
notarized  affidavit  from  the  applicant 
stating  who  is  the  owner  of  record  of  the 
real  estate  in  question  and 
adknowledging  all  known  debts,  with 
imlances  owed,  against  the  real  estate. 
Whenever  the  County  Supervisor  is 
uncertain  of  the  ownership  of  or  debts 
against  the  real  estate  security,  and  for 
all  loans  to  cooperatives,  corporations, 
or  partnerships,  a  title  search  is 
required. 

(j)  Purchase  contracts.  If  the  real 
estate  offered  as  security  is  held  under  a 
purchase  contract,  the  following 
conditions  must  exist: 

(1)  The  applicant  must  be  able  to 
provide  a  mortgageable  interest  in  the 
real  estate. 

(2)  The  applicant  and  the  seller  must 
agree  in  writing  that  any  insurance 
proceeds  received  for  real  estate  losses 
will  be  used  only  to  replace  or  repair  the 
damaged  real  estate  improvements 
which  are  essential  to  the  farming 
operation,  used  for  other  essential  real 
estate  improvements,  or  paid  on  the  EM 
loan  or  on  any  prior  real  estate 


indebtedness  including  the  purchase 
contract.  If  necessary,  the  applicant  will 
negotiate  with  the  seller  to  arrive  at  a 
new  contract  without  any  provisions 
objectionable  to  FmHA. 

(3)  If  a  satisfactory  contract  of  sale 
cannot  be  negotiated  or  the  seller 
refuses  to  enter  into  the  agreement 
described  in  paragraph  (j)(2)  of  this 
section,  the  applicant  will  make  every 
effort  to  refinance  the  existing  purchase 
contract.  If  the  applicant  cannot  obtain 
refinancing  from  another  source,  an  EM 
loan  will  be  considered  to  include  funds 
to  pay  off  the  contract. 

(4)  If  the  conditions  set  out  in 
paragraphs  (j)  (1),  (2)  and  (3)  of  this 
section  exist  and  an  EM  loan  is 
approved,  it  can  be  closed  provided  the 
FmHA  escrow  agent  or  designated 
attorney  certifies  on  Form  FmHA  427- 
10,  “Final  Title  Opinion,”  or  in  separate 
writing  that: 

(i)  The  purchase  contract  is  not 
subject  to  summary  cancellation  on 
default  and  does  not  contain  any  other 
provisions  which  might  jeopardize  either 
the  Government’s  security  position  or 
the  borrower’s  ability  to  repay  the  loan. 

(ii)  The  seller  has  agreed,  in  writing,  to 
give  FmHA  notice  of  any  breach  by  the 
purchaser,  and  has  also  agreed  to  give 
FmHA  the  option  to  rectify  the 
conditions  which  amount  to  a  breach 
within  thirty  days.  The  thirty  days  begin 
to  run  on  the  day  FmHA  receives 
written  notice  of  the  breach. 

(k)  Prior  liens  which  may  jeopardize 
the  Government’s  security  position.  If 
any  prior  liens  against  real  estate 
offered  as  security  contain  future 
advance  provisions  or  other  provisions 
which  might  jeopardize  the  security 
position  of  the  Government  or  the 
applicant’s  ability  to  meet  the 
obligations  of  these  prior  liens  and  to 
pay  the  EM  loan,  the  prior  lienholders 
involved  must  agree  in  writing,  before 
the  loan  is  closed,  to  modify,  waive,  or 
subordinate  such  objectionable 
provisions  to  the  interest  of  the 
Government.  However,  the 
Government’s  lien  may  be  subject  to  the 
lien  of  another  creditor  for  amounts 
advanced  or  to  be  advanced  for  annual 
operating  and  family  living  expenses  for 
the  operating  or  calendar  year.  The 
County  Supervisor  will  determine  if  the 
creditor  will  be  required  to  execute 
Form  FmHA  441-13,  “Division  of  Income 
and  Nondisturbance  Agreement,”  or  a 
similar  form  approved  by  the  OGC. 

(l)  Circumstances  under  which 
advance  notice  of  foreclosure  or 
assignment  is  required.  When  a  junior 
lien  on  real  estate  is  to  be  taken  as 
security  for  a  loan  in  States  where  a 
prior  lienholder  may  foreclose  the 
security  instrument  under  power  of  sale 


or  otherwise  and  extinguish  junior  liens 
of  private  parties  without  giving  junior . 
lienholders  actual  notice  of  the 
foreclosure  proceedings,  the  prior 
lienholder  must  agree  in  writing  to  give 
FmHA  advance  notice  of  foreclosure  or 
assignment  of  the  mortgage. 

(m)  Hazard  insurance.  Hazard 
insurance  with  a  standard  mortgage 
clause  naming  FmHA  as  beneficiary 
may  be  required  for  every  loan  made. 

The  minimum  amount  of  insurance 
required  is  the  lesser  of  the  replacement 
cost  of  the  property  being  insured  or  the 
amount  of  the  loan.  If  essential 
insurable  buildings  are  located  on  the 
property,  or  if  new  buildings  are  to  be 
erected  or  major  improvements  are  to  be 
made  to  existing  buildings,  the  applicant 
will  provide  adequate  hazard  insurance 
coverage  at  the  time  of  the  loan  closing 
or  as  of  the  date  materials  are  delivered 
to  the  property,  whichever  is 
appropriate.  Notwithstanding  the 
requirements  of  Subpart  A  of  Part  1806 
(FmHA  Instruction  426.1)  of  this  chapter, 
when  the  real  estate  appraisal  report 
shows  that  the  present  market  value  of 
the  land  after  deducting  the  value  of 
buildings  shown  on  the  report  exceeds 
the  amount  of  the  debt  (including  the 
EM  loan)  and  the  owner  has  equity 
equal  to  or  exceeding  the  amount  of  the 
debt  (including  the  EM  loan),  real  estate 
property  insurance  may  not  be  required. 
However,  the  applicant  will  be 
encouraged  to  obtain  such  insurance,  if 
the  applicant  does  not  already  have  it. 
to  protect  the  applicant’s  interest.  If 
insurance  claims  for  loss  or  damage  to 
buildings  to  be  replaced  or  repaired  with 
loan  funds  are  outstanding  at  the  time 
the  loan  is  approved,  the  applicant  will 
be  required  to  agree  in  writing  that, 
when  settlement  is  made,  the  proceeds 
of  such  claims  will  be  used  for 
replacement  or  repair  of  buildings, 
application  on  debts  secured  by  prior 
liens,  or  application  on  the  EM  loan. 

(n)  Special  security  requirements 
where  personal  possessions  or  home 
furnishings  are  involved.  Loan  amounts 
borrowed  for  repair  or  replacement  of 
personal  possessions  and  home 
equipment  or  furnishings  will  be  secured 
by  a  lien(s)  on  crops,  aquatic  organisms, 
livestock,  farm  machinery,  essential 
trucks  or  automobiles,  and/or  farm  real 
estate. 

(o)  Federal  Crop  Insurance.  Loan 
approval  officials  shall  require  at  least 
tbe  minimum  level  of  comprehensive 
Federal  Crop  Insurance  for  all  crops 
eligible  under  existing  FCIC  programs 
for  any  type  of  EM  loans  secured 
primarily  by  crops  and/or  chattels.  The 
insurance  need  not  be  required  for  EM 
loans  primarily  secured  by  real  estate. 
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When  FCIC  insurance  is  required  it  will 
be  maintained  over  the  repayment 
period  of  the  loan.  An  assignment  of 
Federal  Crop  Insurance  proceeds  will  be 
prepared  on  Form  FCI-20,  “Collateral 
Assignment,”  furnished  by  the  local 
representative  of  the  Federal  Crop 
Insurance  Program.  The  assignment 
must  be  approved  by  the  Federal  Crop 
Insurance  Corporation  and  indicate 
FmHA’s  and  any  prior  lienholder's  lien 
position.  An  assignment  of  crop 
insurance  proceeds  is  not  required  when 
the  crop  insurance  policy  contains  a 
standard  mortgage  clause  naming 
FmHA  as  mortgagee  or  secured  party. 

(p)  Indian  trust  lands.  EM  loans  which 
are  secured  by  trust  or  restricted  land 
will  be  handled  as  follows:  USDA  and 
the  Department  of  the  Interior  have 
agreed  that  FmHA  loans  which  are  to  be 
secured  by  real  estate  liens  may  be 
made  to  Indians  holding  land  in 
severalty  under  trust  patents  or  deeds 
containing  restrictions  against 
alienation,  subject  to  statutes  under 
which  they  may,  with  the  approval  of 
the  Secretary  of  the  Interior,  give  valid 
and  enforceable  mortgages  on  their 
land.  These  statutes  include,  but  are  not 
limited  to,  the  Act  of  March  29, 1956  (70 
Stat.  62).  When  a  lien  is  to  be  taken  on 
trust  or  restricted  property  in  connection 
with  a  loan  to  be  made  or  insured  by 
FmHA,  the  local  representatives  of  the 
Bureau  of  Indian  Affairs  (BIA)  will 
furnish  requested  advice  and 
information  with  respect  to  the  property 
and  each  applicant.  The  FmHA  State 
Director  should  arrange  with  the  Area 
Director  or  other  appropriate  local 
official  of  the  BIA  as  to  the  manner  in 
which  the  information  will  be  requested 
and  furnished.  A  State  Supplement  will 
be  issued  to  prescribe  the  actions  to  be 
taken  by  FmHA  personnel  to  implement 
the  making  of  loans  under  these 
conditions. 

(q)  Unpatented  public  lands.  See 
Exhibit  A  of  Subpart  A  of  Part  1943  of 
this  chapter  for  making  EM  loans  to 
entrymen  on  unpatented  public  lands. 

(r)  Taking  security  instruments.  The 
taking  and  filing  of  security  instruments 
will  be  in  accordance  with  Subpart  B  of 
Part  1941  of  this  Chapter  (chattels  and 
crops)  and  with  §§  1945.169  and  1945.189 
of  this  Subpart  (real  estate).  The 
borrower  must  have  marketable  title  to 
the  property  which  secures  the  loan  and 
FmHA  must  ascertain  that,  when  the 
security  instruments  are  filed,  no  suits 
are  pending  or  threatened  which  would 
adversely  affect  the  interest  of  the 
borrower. 

(s)  Assignments  and  consents.  (1)  The 
value  of  stock  required  to  be  purchased 
by  Federal  Land  Bank  (FLB)  Association 
borrowers  may  be  added  to  the 


recommended  market  value  of  real 
estate,  provided: 

(1)  An  assignment  can  be  obtained  on 
the  stock;  or 

(ii)  An  agreement  is  obtained  which 
provides  that: 

(A)  The  value  of  the  stock  at  the  time 
the  FLB  loan  is  satisfied  will  be  applied 
on  the  FLB  loan  as  long  as  any  FmHA 
loan  is  outstanding,  or 

(B)  The  stock  refund  check  is  made 
payable  to  the  borrower  and  FmHA. 

(iii)  In  either  case  the  total  of  the  stock 
value  and'the  recommended  market 
value  of  real  estate  are  indicated  in  the 
comments  section  of  Form  FmHA  422-1. 

(2)  An  assignment  of  all  or  part  of  the 
applicant's  share  of  income  is  required 
when  title  to  a  livestock  or  crop 
enterprise  is  held  by  a  contractor  under 
a  written  contract  or  w'hen  the 
enterprise  is  to  be  managed  by  the 
applicant  under  a  share  lease  or  share 
agreement.  The  contract,  share  lease  or 
share  agreement  will  be  described 
specifically  as  “Contract  Rights”  or 
“Contract  Rights  in  Livesto^  or  Crops,” 
(or  as  “Accounts”  or  “Accounts  in 
Livestock  or  Crops,”  if  required  by  a 
State  Supplement)  and  so  forth,  in 
paragraph  (l)(b)  of  the  Bnancing 
statement.  A  form  approved  by  OGC 
will  be  used  to  obtain  the  assignment. 

(3)  An  assignment  of  income  can  also 
be  taken  when  the  County  Supervisor 
determines  it  is  necessary  to  protect 
FmHA's  interests. 

(i)  Form  FmHA  443-16,  “Assignment 
of  Income  from  Real  Estate  Security," 
will  be  used  for  assignments  of  real 
estate  security  income  unless  that  form 
is  legally  inadequate  in  a  particular 
State,  in  which  case  it  may  be  adapted 
with  the  approval  of  OGC. 

(ii)  Form  FmHA  441-6,  “Assignment  of 
Proceeds  from  the  Sale  of  Agricultural 
Products,”  will  be  used  for  products  or 
income  in  which  FmHA  does  not  have  a 
security  interest  under  the  UCC.  Other 
forms  approved  by  OGC  may  be  used 
when  this  form  is  not  adequate. 

(iii)  Form  FmHA  441-25,  “Assignment 
of  Proceeds  from  the  Sale  of  Dairy 
Products  and  Release  of  Security 
Interest,”  will  be  used  for  dairy  products 
in  which  FmHA  h£fs  a  security  interest 
under  the  UCC. 

(iv)  Form  FmHA  441-18,  “Consent  to 
Payment  of  Proceeds  from  Sale  of  Farm 
Products,”  will  be  used  for  products  or 
income,  except  dairy  products,  in  which 
FmHA  has  a  security  interest  under  the 
UCC. 

(v)  Forms  provided  by  ASCS  will  be 
used  for  assignments  of  incentive  and 
other  agricultural  program  payments. 

(4)  In  UCC  states,  an  assignment  of 
income  constitutes  a  security  agreement 
and  should  be  treated  accordingly. 


(t)  Applicants  who  can  get  credit 
elsewhere.  Those  applicants  who  are 
able  to  get  credit  elsewhere  will  be 
required  to  pledge  only  that  amount  of 
security  necessary  to  fully  secure  the 
loan  and  assure  that  the  Government's 
interest  will  be  adequately  protected. 

S5  1945.170-1945.172  [Reservedl 

$  1945.173  General  provisions— 
compliance  requirements. 

(a)  Scope  of  operation  to  be  financed. 
No  ceiling  has  l^en  established  on  the 
size  of  operations  that  may  be  Hnanced 
with  EM  loans.  Therefore,  subject  to  the 
eligibility  requirements,  loan  amount 
ceilings,  repayment  ability,  need, 
available  security  and  other  provisions 
of  this  subpart,  loans  may  be  made  to 
finance  farming  operations  of  any  size. 

(b)  Flood  or  mudslide  hazard  areas. 
Flood  or  mudslide  hazards  will  be 
evaluated  whenever  the  farm  to  be 
financed  is  located  in  special  flood  or 
mudslide  prone  areas  as  designated  by 
the  Federal  Emergency  Management 
Agency  (FEMA).  Subpart  B  of  Part  1806 
of  this  chapter  (FmHA  Instruction  426.2) 
will  be  complied  with  when  loan  funds 
are  used  to  construct  or  improve 
buildings  located  in  such  areas.  This 
will  not  prevent  making  loans  on  farms 
if  the  farmstead  is  located  in  a  flood  or 
mudslide  prone  area  and  funds  are  not 
included  for  building  improvements.  The 
flood  or  mudslide  hazard  will  be 
recognized  in  the  appraisal  report. 

(1)  In  identifled  special  flood  or 
mudslide  hazard  areas  as  designated  by 
FEMA,  the  following  policies  are 
applicable  for  EM  loans  being  made  to 
finance  buildings  or  flxtures  and 
furnishings  contained  therein. 

(i)  If  flood  or  mudslide  insurance  is 
available  and  an  applicant  has  not 
taken  such  insurance  and  had  flood 
losses,  an  EM  actual  loss  loan  may  be 
made  provided  flood  or  mudslide 
insurance  is  purchased  before  the  EM 
loan  is  closed 

(ii)  If  flood  or  mudslide  insurance  is 
available  and  an  applicant  previously 
received  and  still  is  indebted  for  an  EM 
loan.  Rural  Housing  Disaster  (RHD),  or 
SBA  disaster  loan  and  a  condition  of  the 
loan  required  the  obtaining  of  flood 
insurance  but  the  applicant  allowed  the 
insurance  to  lapse  and  the  applicant  had 
new  flood  or  mudslide  losses,  the 
applicant  will  be  considered  to  be  in 
default  on  the  loan  agreement  and  dealt 
with  accordingly.  If  it  is  determined  to 
continue  with  the  borrower  and  that  the 
EM  actual  loss  loan  should  be  made, 
flood  or  mudslide  insurance  will  be 
obtained  before  the  EM  loan  is  closed. 
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(iii)  If  flood  or  mudslide  insurance  is 
available  and  an  applicant  had 
previously  received  an  EM,  RHD,  or 
SBA  disaster  loan,  and  a  condition  of 
the  loan  required  obtaining  flood  or 
mudslide  insurance  and  the  applicant 
paid  the  loan  in  full  and  let  the 
insurance  lapse,  the  applicant  will  be 
handled  in  accordance  with  paragraph 

(b)(l)(i)  of  this  section. 

(iv)  In  those  areas  that  have  been 
designated  by  FEMA  as  special  flood  or 
mudslide  hazard  areas  and  flood  or 
mudslide  insurance  is  not  available  or 
has  been  withdrawn  by  FEMA,  an 
applicant  can  receive  an  EM  actual  loss 
loan  provided  the  farm  buildings, 
including  the  dwelling,  are  relocated 
outside  the  100-year  flood  area. 

(v)  EM  loans  to  repair  or  replace  farm 
buildings,  including  dwellings,  must 
meet  the  requirements  of  §  1806.25  (a)  or 
(b)  of  Subpart  B  of  Part  1806  of  this 
chapter  (paragraph  V  A  or  B  of  FmHA 
Instruction  426.2)  as  applicable,  or  be 
relocated  outside  the  100-year  flood 
area. 

(2)  When  land  development  or 
improvements  such  as  dikes,  terraces, 
fences,  and  intake  structures  are 
planned  to  be  located  in  special  flood  or 
mudslide  prone  areas,  loan  funds  may 
be  used  subject  to  the  following: 

(i)  The  Corps  of  Engineers  or  the  SCS 
will  be  consulted  concerning: 

(A)  Likelihood  of  flooding, 

(B)  Probability  of  flood  damage. 

(C)  Recommendations  on  special 
design  and  specifications  needed  to 
minimize  flood  and  mudslide  hazards. 

(ii)  FmHA  representatives  will 
evaluate  the  proposal  and  record  the 
decision  in  the  loan  docket. 

(c)  Civil  rights.  The  provisions  of 
Subpart  E  of  Part  1901  of  this  chapter 
will  be  complied  with  on  all  loans  made 
which  involve: 

(1)  Funds  used  to  finance  nonfarm 
enterprises  and  recreation  enterprises. 
Applicants  will  sign  Form  FmHA  400-4, 
“Nondiscrimination  Agreement,”  in 
these  cases. 

(2)  Any  development  financed  by 
FmHA  that  will  be  performed  by  a 
contract  or  subcontract  of  more  than 
$10,000. 

(d)  Protection  of  historical  and 
archaeological  properties.  If  there  is  any 
evidence  to  indicate  the  property  to  be 
financed  has  historical  or  archaeological 
value,  the  provisions  of  Subpart  F  of 
Part  1901  of  this  chapter  will  apply. 

(e)  Environmental  impact.  If  EM  loans 
are  used  in  populated  areas  to  flnance 
an  operation  which  has  relatively  large 
feedlots  or  holding  facilities  for 
livestock  or  aquatic  organisms  or 
smaller  feedlots  or  holding  facilities 
which  are  likely  to  have  an  effect  on  the 


environment,  the  applicant  will  be 
requested  to  complete  Form  FmHA  449- 
10,  “Applicant’s  Environmental  Impact 
Evaluation.” 

(1)  The  provisions  of  Subpart  G  of  Part 
1901  of  this  Chapter  will  be  followed  to 
the  extent  applicable  for  EM  loans  in 
making  decisions  on  operations  that 
may  have  a  significant  impact  on  the 
environment, 

(2)  The  County  Supervisor  will 
complete  Form  FmHA  440-46, 
“Environmental  Impact  Assessment,” 
considering  information  provided  b^  the 
applicant  in  Form  FmHA  449-10. 

(3)  The  County  Supervisor  will 
forward  a  copy  of  the  loan  application, 
completed  FmHA  Forms  449-10  and 
440-46,  and  any  other  information  and 
docket  material  relevant  to 
environmental  considerations  to  the 
State  Director,  The  State  Director  will 
determine  whether  an  environmental 
impact  statement  should  be  prepared 
based  on  this  submittal  and  any  other 
available  information. 

(f)  Real  Estate  Settlement  Procedures 
Act.  The  provisions  of  the  Real  Estate 
Settlement  Procedures  Act  outlined  in 
section  1901.406  apply  when  EM  funds 
are  used  involving  tracts  of  less  than  25 
acres,  if: 

(1)  Any  part  of  the  loan  is  used  to 
purchase  all  or  part  of  the  land  to  be 
mortgaged,  and 

(2)  The  loan  is  secured  by  a  first  lien 
on  the  property  where  a  dwelling  is 
located. 

(g)  Nondiscrimination  requirements. 

In  accordance  with  Federal  Law,  the 
FmHA  will  not  discriminate  against  any 
otherwise  qualified  applicant  on  the 
basis  of  race,  religion,  sex,  national 
origin,  marital  status,  age,  or  physical/ 
mental  handicap  (provided  the  applicant 
can  execute  a  legal  contract),  with 
respect  to  any  aspect  of  a  credit 
transaction.  The  policy  statement  set 
forth  in  §  1945.151(a)  of  this  Subpart  will 
also  apply  to  credit  transactions. 

(h)  Compliance  with  special  laws  and 
regulations.  (1)  Applicants  will  be 
required  to  comply  with  Federal,  State 
and  local  laws  and  regulations 
governing  building  construction; 
diverting,  appropriating,  and  using  water 
including  use  for  domestic  or  nonfarm 
enterprise  purposes;  installing  facilities 
for  draining  land;  and  making  changes  in 
the  use  of  land  affected  by  zoning 
regulations. 

(2)  State  Directors  and  Farmer 
Programs  Staff  members  will  consult 
with  SCS,  U.S.  Geological  Survey,  State 
Geologist  or  Engineer,  or  any  board 
having  official  functions  relating  to 
water  use  or  farm  drainage  requirements 
and  restrictions  for  water  and  drainage 


development.  State  Supplements  will  be 
issued  to  provide  guidelines  which: 

(i)  State  all  requirements  to  be  met, 
including  the  acquisition  of  water  rights. 

(ii)  Define  areas  where  development 
of  ground  water  for  irrigation  is  not 
recommended. 

(iii)  Define  areas  where  land  drainage 
is  restricted. 

(3)  Applicants  will  comply  with  all 
local  laws  and  regulations,  and  obtain 
any  special  licenses  or  permits  needed 
for  nonfarm,  recreation,  specialized  or 
aquaculture  farming  enterprises. 

§  1945.174  [Reserved] 

§  1945.175  Options,  planning  and 
appraisals. 

(a)  Optioning  Land.  An  applicant  is 
responsible  for  obtaining  options  when 
purchasing  real  property  in  accordance 
with  the  provisions  contained  in 

§  1943.25(a)  of  Subpart  A  of  Part  1943  of 
this  Chapter. 

(b)  Planning.  (1)  Form  FmHA  431-2 
and  Form  FmHA  431-4,  “Business 
Analysis — Nonagricultural  Enterprise,” 
when  appropriate  will  be  completed  as 
provided  in  Subpart  B  of  Part  1924  of 
this  chapter  and  in  accordance  with  the 
FMIs.  This  planning  pr  ocess  with  the 
applicant  is  essential  to  making  sound 
loans  and,  therefore,  must  receive 
careful  attention  in  development  of  the 
loan  docket.  However,  when  the  EM 
loan  will  be  for  not  more  than  $25,000, 
Tables  A,  D,  and  E  of  Form  FmHA  431-2 
may  be  left  blank  and  only  the  totals  in 
Tables  G  and  J  should  be  shown, 
provided  Form  FmHA  410-1  is 
completed  and  is  believed  to  accurately 
reflect  the  applicant’s  current 
circumstances,  and  no  supervision  is 
planned.  The  plan  will  show  any  major 
items  of  expenditure  and  the  reason(s) 
these  items  are  needed.  When  preparing 
a  plan  of  operation,  it  is  usually 
necessary  to  plan  for  a  capital 
expenditure  reserve  during  interim  years 
and  the  typical  year.  Realistically  this 
will  reflect  the  depreciating  value  of 
machinery,  equipment  or  other  essential 
capital  expenditure  items,  which  it  is 
prudent  to  expect  will  need  to  be 
replaced  or  require  major  repair.  Also, 
all  recurring  and  carry-over  debts 
should  be  considered  in  a  typical  year 
plan.  In  addition,  when  all  of  the  loan 
funds  are  not  to  be  disbursed  at  loan 
closing,  a  Monthly  Budget  will  be 
prepared  showing  the  specific  amount  to 
be  disbursed  for  each  associated  loan 
purpose  for  each  month.  The  funds  will 
be  disbursed  through  use  of  the  loan 
disbursement  system  or,  when  needed, 
through  supervised  bank  accounts. 
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(2)  Development  work  will  be  planned 
and  completed  in  accordance  with 
Subpart  A  of  Part  1924  of  this  Chapter. 
Also,  the  provisions  of  Subpart  E  of  Part 
1901  of  this  Chapter  will  be  met  in 
connection  with  EM  loans  involving 
recreational  enterprises  and  the 
construction  of  buildings. 

(c)  Appraisals.  (1)  Real  estate 
appraisals  will  be  completed  by  an 
FmHA  employee  authorized  to  make 
farm  appraisals,  when  real  estate  is 
taken  as  basic  security.  Appraisals  are 
not  required  when: 

(1)  The  amount  of  the  EM  loan(s]  plus 
any  existing  FmHA  principal 
indebtedness  is  $25,000  or  less,  and 

(ii)  The  loan  approval  official 
determines  the  loan  is  adequately 
secured  without  an  appraisal,  and 

(iii)  The  County  Supervisor  indicates 
in  the  loan  docket  an  estimate  of  the 
market  value  of  the  real  estate  to  be 
taken  as  security,  and 

(iv)  The  provisions  of  paragraph  (4)  of 
this  section  are  applicable. 

(2)  Real  estate  appraisals  will  be 
completed  as  provided  in  Subpart  A  of 
Part  1809  of  this  chapter  (FmHA 
Instruction  422.1). 

(3)  See  §  1945.169(s)(l)  of  this  Subpart 
when  FLB  stock  is  to  be  used  in 
establishing  the  recommended  market 
value  (RMV)  of  the  real  estate  being 
appraised. 

(4)  When  real  estate  is  taken  as 
additional  security  (for  loans  in  which 
the  primary  security  is  subject  to  rapid 
depreciation  or  is  of  a  high  risk  nature, 
such  as  crops),  no  appraisal  report  will 
be  required  for  the  additional  security 
provided  the  County  Supervisor 
determines  that  the  security  is  adequate 
and  records  the  estimated  value  in  the 
running  case  record,  showing  the  date 
the  property  was  inspected  and 
certifying  that  in  the  County 
Supervisor’s  opinion  the  estimates  are 
correct  based  on  knowledge  of  the  value 
of  comparable  assets  in  the  area. 

(5)  A  chattel  appraisal  will  be 
required  when  chattels  are  taken  as 
basic  or  normal  income  security. 

(i)  Form  FmHA  440-21  will  be  used. 

(ii)  The.  property  which  will  serve  as 
security  will  be  described  in  sufficient 
detail  so  it  can  be  identified. 

(iii)  Its  current  market  value  or.  if 
appropriate,  the  current  cash  value  will 
be  determined. 

(6)  See  §  1945.169(h)  of  this  Subpart 
for  instruction  on  using  abbreviated 
appraisals. 

§§  1945.176-1945.179  [Reserved] 

§  1945.180  County  Committee 
certification. 

The  County  Committee  will  review 
the  application  and  determine  whether 


or  not  the  applicant  meets  EM  loan 
eligibility  requirements. 

(a)  Certification.  If  the  County 
Committee  Hnds  the  applicant  eligible,  it 
will  prepare  Form  FmHA  440-2,  “County 
Committee  Certification  or 
Recommendation.”  This  form  will  be 
retained  in  the  County  Office  file.  The 
County  Committee  will  comply  with 
Subpart  A  of  Part  1910  of  this  chapter. 

(b)  Rejection.  If  the  County  Committee 
rejects  the  application,  the  County 
Supervisor  will  inform  the  applicant  in 
writing  of  the  reasons  for  rejection. 
Reasons  for  unfavorable  action  will  be 
given  in  the  space  provided  on  Form 
FmHA  440-2  above  the  space  for 
signatures.  The  County  Committee  will 
comply  with  Subpart  A  of  Part  1910  of 
this  chapter.  Also,  the  County 
Supervisor  will  complete  Part  III  of  all 
Forms  FmHA  1945-29  to  show  the 
rejection  of  the  application,  sign,  date 
and  forward  to  the  appropriate  ASCS 
county  office  in  accordance  with  the 
FMI. 

§  1945.181  [Reserved] 

§  1945.182  Loan  docket  preparation. 

(a)  Processing  guide.  See  Exhibit  A  of 
this  Subpart  for  Insured  Emergency 
Loan  Processing  Guide.  When  a 
packager  has  developed  the  loan  docket 
the  County  Supervisor  will  fully  analyze 
the  docket  to  assure  it  is  complete  and 
conforms  with  this  EM  loan  regulation. 
The  County  Supervisor  will  reverify 
calculations  in  accordance  with 
§  1945.183(b)  and  insure  that  the 
provisions  of  §  1945.183  of  this  Subpart 
are  met  before  final  action  is  taken  on 
the  loan  request. 

[h)  Form  FmHA  1940-1,  “Request  for 
Obligation  of  Funds.”  A  separate  Form 
FmHA  1940-1  will  be  prepared  for  each 
EM  Iqan  which  has  a  different  interest 
rate  and/or  a  different  repayment 
period,  as  determined  in  accordance 
with  §  1945.168  (a)  and  (b)  of  this 
Subpart.  Also,  on  Form  FmHA  1940-1. 
for  EM  loans  approved  for  borrowers 
prei  ently  indebted  for  an  EM  loan,  but 
having  new  qualifying  losses  from  a 
subsequent  authorized  disaster,  the  new 
appropriate  disaster  authorization 
number  will  be  shown,  this  new  number 
will  be  used  for  all  subsequent  EM  loans 
approved,  unless  the  borrower  has  new 
qualifying  losses  under  a  later  disaster 
to  which  another  disaster  authorization 
number  has  been  assigned. 

(c)  Promissory  note.  A  separate 
promissory  note  will  be  prepared  for 
each  Form  FmHA  1940-1  used  in 
approving  and  obligating  each  of  the  EM 
loans.  Each  scheduled  installment  on 
each  promissory  note  will  include 
interest  in  addition  to  principal,  unless 


deferral  is  authorized  in  accordance 
with  §  1945.168(c)  of  this  Subpart. 

(d)  Lease  agreements.  Generally,  a 
copy  of  the  lease  agreement  between 
tenant  applicants  and  their  landlords 
will  be  obtained  and  made  a  part  of  the 
loan  docket.  When  a  written  lease  is  not 
obtainable,  a  statement  setting  forth  the 
terms  and  conditions  of  the  agreement 
which  are  not  clearly  reflected  in  Form 
FmHA  431-2  will  be  prepared  and  made 
a  part  of  the  loan  docket. 

§  1945.183  Loan  approval  or  rejection. 

Loans  will  be  approved  in  accordance 
with  the  authorities  and  provisions 
contained  in  this  Subpart  and  the  loan 
approval  conditions  and  authorities 
contained  in  Subpart  A  of  Part  1901  of 
this  Chapter. 

(a)  Approval  after  termination  date 
for  receiving  actual  loss  loan 
applications.  Applications  for  EM  actual 
loss  loans  may  be  processed  and 
approved  after  the  termination  date 
established  for  receiving  such 
applications,  provided  they  were  filed  in 
the  County  Office  before  that 
termination  date  had  expired. 

(b)  Reverification  before  approval. 
Before  an  EM  loan  is  approved  the 
following  actions  must  be  taken: 

(1)  A  County  Office  employee  will 
verify  information  provided  by  ASCS  on 
all  Forms  FmHA  1945-29  in  accordance 
with  the  FMI.  If  there  have  been  any 
changes  from  the  information  originally 
provided  and  used  in  the  loan  docket 
preparation,  appropriate  changes  will  be 
made. 

(2)  A  County  Office  employee  will 
verify  information  provided  by  the 
Federal  Crop  Insurance  Corporation 
(FCIC)  regarding  any  insurance  benefits 
which  have  been  paid  or  will  be  paid.  If 
there  have  been  any  changes  from  the 
information  originally  provided  and 
used  in  the  loan  docket  preparation, 
appropriate  changes  will  be  made. 

(3)  All  calculations  on  Form  FmHA 
1945-22  and  Form  FmHA  1945-26  will  be 
checked  by  a  County  Office  clerical 
employee  (either  regular  or  temporary), 
using  a  calculator  with  a  paper  tape,  to 
assure  that  mathematical  errors  are 
detected.  The  County  Supervisor  or 
designee  will  make  any  changes 
necessary  in  the  loan  docket,  when 
errors  are  located.  The  paper  tape  will 
be  attached  to  Form  FmHA  1945-22  or 
Form  FmHA  1946-26  as  appropriate. 

(4)  A  County  Office  employee  will 
contact  the  local  SBA  representative,  if 
appropriate,  to  determine  whether  the 
applicant  has  applied  for  or  received  an 
SBA  disaster  loan  for  the  same  disaster, 
and  document  the  result  of  this 
discussion  in  the  County  Office  case  file. 
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If  the  applicant  has  received  an  SBA 
disaster  loan  for  the  same  disaster,  an 
EM  actual  loss  loan  will  not  be 
approved  until  it  is  determined  that  the 
requirement  of  §  1945.163(d)  of  this 
Subpart  will  be  met.  If  the  EM  actual 
loss  loan[s)  is  approved  the  SBA  will  be 
advised  by  telephone  and  the  call 
confirmed  in  writing  by  the  County 
Office. 

(5)  If  the  applicant  certiHes  that  credit 
can  be  obtained  elsewhere  as  evidenced 
by  compliance  with  the  provisions  set 
out  in  §  1945.162(a)  of  this  subpart,  the 
County  Office  will  make  sure  the 
applicant’s  certiHcation  statement  on 
Form(s)  FmHA  1940-1,  “Request  for 
Obligation  of  Funds,”  is  modified.  This 
will  be  done  by  striking  through  the 
word  “unable"  whenever  that  word 
appears  in  the  certification  statement 
and  writing  in  the  word  “able.”  The 
applicant  or  the  authorized  ofBcialfs)  of 
entity  applicants  must  acknowledge 
each  such  change  by  initialing  above  it. 

(c)  Administrative  determination  and 
responsibilities.  When  the  County 
Committee  certification  has  been  made 
and  the  reverification  has  been 
completed,  the  loan  approval  official 
will  determine  administratively 
whether: 

(1)  The  applicant  is  eligible,  likely  to 
be  successful  in  the  proposed 
operations,  and  likely  to  achieve  the 
objectives  of  the  loan. 

(2)  The  applicant  has  satisfactory 
tenure  arrangements  on  the  farm(s)  to  be 
operated. 

(3)  The  proposed  farm  and  home 
operations  of  the  applicant  are 
reasonably  sound. 

(4)  The  loan(s)  being  processed  is 
proper  and  can  be  repaid  from  projected 
farm  and/or  non-farm  income  as 
scheduled,  and  that  in  the  planned 
typical  year  the  farming  operation  will 
be  self-sustaining. 

(5)  The  security  requirements  can  be 
met. 

(6)  The  certification(s)  required  of  the 
applicant  and  the  County  Committee 
have  been  made  and  are  a  part  of  the 
loan  docket. 

(7)  The  proposed  changes  to  be 
financed  by  a  major  adjustment  loan(s) 
are  needed,  and  that  the  county  office 
case  file  reflects  the  need  for  those 
changes. 

(8)  The  loan  meets  all  other  FmHA 
requirements. 

(d)  Loan  docket  transmitted  to  the 
Administrator.  (1)  Transmittal 
memoranda  accompanying  EM  loan 
dockets  requiring  approval  in  the 
National  Office  must  set  forth,  as  a 
minimum,  the  following  information: 


(1)  Proposed  loan(s),  amount(s),  rate(s) 
of  interest,  and  term(s)  of  each  such 
loan. 

(ii)  Outstanding  FmHA  loan(s) 
balance(s)  and  the  total  proposed  EM 
loan(s)  indebtedness. 

(iii)  Status  of  outstanding  FmHA 
loan(s). 

(iv)  Brief  statements  regarding: 

(A)  Cause  and  type  of  disaster  losses. 

(B)  Inability  to  obtain  other  suitable 
credit. 

(C)  Purposes  for  which  loan  funds  are 
to  be  used. 

(D)  Overall  feasibility  and  soundness 
of  the  planned  operation. 

(E)  ftoperty  offered  as  security  for  the 
loan(s). 

(v)  The  State  Director’s  specific 
positive  recommendation  that  the 
requested  loan(s)  be  approved. 

(2)  Loan  dockets  should  not  be 
forwarded  to  the  National  Office  for 
approval  unless  the  State  Director  is 
able  to  make  a  positive 
recommendation.  Loan  requests  for 
which  the  State  Director  is  unable  to 
make  a  positive  recommendation  for 
approval,  should  be  denied  at  the  State 
level,  and  applicants  advised  of  their 
appeal  rights  in  accordance  with 
Subpart  B  of  Part  1900  of  this  chapter. 

(3)  Memoranda  transmitting  problem 
cases,  on  which  State  Directors  are  only 
seeking  National  Office  counsel,  should 
also  contain  their  thinking,  their 
interpretation  of  the  appropriate  FmHA 
regulations  and  pobcies,  and  their 
recommendations  on  how  they  believe 
the  case  in  question  should  be  handled. 

(e)  Loan  approval.  (1)  The  loan 
approval  official  will  date,  sign  and 
distribute  Form  FmHA  1940-1  in 
accordance  with  the  FMI  and  set  forth 
any  special  conditions  of  approval, 
including  any  special  security 
requirements,  in  the  appropriate  section 
on  Form  FmHA  1940-1. 

(2)  The  County  Supervisor  will 
complete  Part  III  of  Form  FmHA  1945-29 
and  forward  the  form  to  the  appropriate 
ASCS  county  office(s). 

(f)  Rejection  of  loans.  (1)  If  a  loan  is 
rejected,  the  loan  approval  official  will 
indicate  the  reasons  for  the  rejection  in 
the  running  case  record. 

(2)  The  County  Supervisor  will  notify 
the  applicant  by  letter  of  the  reason(s) 
for  rejection  and  will  advise  the 
applicant  in  that  letter  of  appeal  rights 
as  set  out  in  Subpart  B  of  Part  1900  of 
this  chapter. 

(3)  The  County  Supervisor  will 
complete  Part  III  of  Form  FmHA  1945-29 
and  forward  the  form  to  the  appropriate 
ASCS  county  office. 

(4)  In  areas  where  EM  loans  are  being 
made  under  a  major  disaster 
declaration,  and  where  the  FEMA  has 


advised  the  State  Director  that  Section 
408  grants  are  available,  a  list  of 
applicants  with  physical  losses,  who  do 
not  qualify  for  EM  loans,  will  be 
prepared  and  sent  to  the  FEMA  by 
County  Supervisors  at  the  close  of 
business  each  week.  Those  applicants 
who  are  not  eligible  for  an  EM  loss  loan 
because  they  are  not  farmers  as  defined 
in  section  1945.154  of  this  Subpart  will 
be  screened  and  referred  to  the  SBA  for 
disaster  loan  assistance.  The  State 
Director  will  be  advised  by  the  FEMA 
where  to  send  the  list  and  the  State 
Director  will  so  advise  the  County 
Supervisors.  The  list  will  be  prepared  in 
the  following  format: 

UNITED  STATES  DEPARTMENT  OF 
AGRICULTURE 

Farmers  Home  Administration 

TO: - 


The  following  is  a  list  of  applicants  not 
qualifying  for  Farmers  Home 
Administration’s  Emergency  loans  in 

- County  during  the  week  ending 

- ,  19—. 

Name - 

Address - 

County  Supervisor - 

§  1945.184  (Reserved] 

'  §  1945.185  Actions  after  loan  approval. 

(a)  Cancellation  of  loan  check  and/or 
obligation.  The  County  Supervisor  will 
notify  the  State  and  Finance  Offices  of 
loan  cancellation  by  using  Form  FmHA 
440-10,  “Cancellation  of  Loan  or  Grant 
Check  and/or  Obligation,”  and  the 
appropriate  FMI.  If  a  check  received  in 
the  County  Office  is  to  be  cancelled,  the 
check  will  be  returned  to  the  Disbursing 
Center,  U.S.  Treasury  Department,  Post 
Office  Box  3329,  Kansas  City,  Kansas 
66103,  with  a  copy  of  Form  FmHA  440- 
10  (see  FmHA  Instruction  102.1,  a  copy 
of  which  is  available  in  any  FmHA 
Office). 

(b)  Cancellation  of  advances.  When 
an  advance  is  to  be  cancelled  the 
County  Supervisor  must  take  the 
following  actions: 

(1)  Complete  and  distribute  Form 
FmHA  440-10. 

(2)  When  necessary,  obtain  a 
substitute  promissory  note  reflecting  the 
revised  total  of  the  loan  and  the  revised 
repayment  schedule.  When  it  is  not 
necessary  to  obtain  a  substitute 
promissory  note,  the  County  Supervisor 
will  show  on  Form  FmHA  440-10  the 
revised  amount  of  the  loan  and  the 
revised  repayment  schedule. 

(c)  Increase  or  decrease  in  loan 
amount.  If  it  becomes  necessary  to 
increase  or  decrease  the  amount  of  the . 
loan  before  closing,  the  County 
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Supervisor  will  request  that  all 
distributed  docket  forms  be  returned  to 
the  County  Office  for  reprocessing, 
unless  the  change  is  minor  and 
replacement  forms  can  be  readily 
completed  and  submitted.  In  the  latter 
case,  a  memorandum  to  that  effect  will 
be  attached  to  the  revised  forms  for 
referral  to  the  Finance  Office. 

{§1945.166-1945.187  [Reserved] 

§  1945.188  Chattel  lien  search.  . 

See  §  1941.63  of  Subpart  B  of  Part  1941 
of  this  chapter  for  regulations 
concerning  lien  searches  covering 
chattels. 

§  1945.189  Loan  closing. 

(a)  Closing  loans  secured  by  real 
estate.  (1)  General.  Loans  secured  by 
real  estate  are  considered  closed  on  the 
date  the  mortgage  is  filed  for  record. 

Such  loans  will  be  closed  in  accordance 
with  the  applicable  provirions  of  Part 
1807  of  this  chapter  (FmHA  Instruction 
427.1). 

(2)  Security  instruments.  Security 
instruments  referred  to  in  this  paragraph 
(a)  are  real  estate  mortgages  or  deeds  of 
trust. 

(i)  FmHA  real  estate  mortgage  or  deed 
of  trust  Form  FmHA  427-1  (State),  “Real 

Estate  Mortgage  for - ,"  will  be 

used  in  all  cases  where  real  estate  is 
taken  as  security. 

(ii)  Promissory  note(s)  will  be 
prepared  and  completed  at  the  time  of 
loan  closing  in  accordance  with  the  FMl. 
If  insured  Rural  Housing  (RH)  funds  are 
advanced  simultaneously  with  EM  funds 
the  RH  loan  will  be  evidenced  by  a 
separate  note  on  the  proper  form  as 
provided  in  Subpart  A  of  Part  1822  of 
this  Chapter  (FmHA  Instruction  444.1). 
However,  all  notes  will  be  described  on 
the  same  security  instruments.  When  a 
loan  is  closed  between  December  1  and 
January  1,  the  first  installment  will  be 
collected  at  the  time  of  loan  closing 
unless  deferment  is  approved. 

(iii)  When  subsequent  loans  are  made, 
a  new  security  instrument  is  required 
only  when  the  existing  instruments  do 
not  cover  all  required  security  or  do  not 
secure  the  subsequent  loan. 

(iv)  A  subsequent  loan  for  any 
authorized  purpose  may  be  made 
without  taking  new  security  instruments 
when  the  existing  security  instruments 
cover  all  the  property  required  to  serve 
as  security  for  the  subsequent  loan,  the 
State  law  and  the  language  of  the 
existing  security  instruments  will  permit 
the  future  loan  advance  to  be  secured  by 
the  existing  security  instruments,  and 
the  existing  security  instruments  will 
provide  the  same  lien  priority  for  the 
subsequent  loan  as  for  the  initial  loan.  A 


new  security  instrument  will  be  taken  if 
one  of  these  requirements  is  not  met. 

(3)  Leaseholds.  Security  instruments 
for  loans  secured  by  leaseholds  will 
describe  security  in  accordance  with 
Part  1807  of  this  Chapter  (FmHA 
Instruction  427.1),  and  the  following 
provisions  will  also  apply: 

(i)  The  following  language,  or  similar 
language  which  in  the  opinion  of  the 
OGC  is  legally  adequate,  will  be 
inserted  just  before  the  legal  description 
of  the  real  estate: 

All  Borrower’s  right,  title,  and  interest  in  and 

to  the  leasehold  estate  for  a  term  of - 

years  beginning  on - ,  19 — created  and 

established  by  a  certain  lease  dated - 

19 — ,  executed  by  — = - ,  as  lessorfs), 

recorded  on - ,  19 — ,  in  Book - , 

page  —  of  the - .  Records  of  said  County 

and  State,  and  any  renewals  and  extensions 
thereof,  and  all  Borrower's  right,  title,  and 
interest  in  and  to  said  Lease,  covering  the 
following  real  estate: 

(ii)  an  additional  covenant  will  be 
inserted  in  the  mortgage  to  read  as 
follows: 

Borrower  will  pay  when  due  all  rents  and  any 
and  all  other  charges  required  by  said  Lease, 
will  comply  with  all  other  requirements  of 
said  Lease,  and  will  not  surrender  or 
relinquish,  without  the  Government’s  written 
consent,  any  of  the  Borrower’s  right,  title,  or 
interest  in  or  to  said  leasehold  estate  or 
under  said  Lease  while  this  instrument 
remains  in  efiecL 

(iii)  A  copy  of  the  lease  will  be  made 
part  of  the  loan  docket. 

(4)  Filing  or  recording  security 
instruments.  The  following  appropriate 
actions  will  be  taken  after  loan  closing: 

(i)  If  the  original  security  instrument  is 
returned  by  the  recording  official,  it  will 
be  retained  in  the  borrower’s  case 
folder.  If  the  original  is  retained  by  the 
recording  official,  a  conformed  copy, 
showing  the  date  and  place  of 
recordation  and  the  book  and  page 
number,  will  be  prepared  and  filed  in 
the  borrower's  case  folder.  A  conformed 
copy  of  the  security  instrument  will  be 
sent  to  a  prior  lienholder  if  a  substantial 
interest  is  held  by  that  lienholder,  or  if  it 
is  required  by  a  working  agreement 
provision  with  that  lienholder. 

(ii)  The  original  deed  of  conveyance,  if 
any,  and  a  copy  of  the  security 
instrument  will  be  delivered  to  the 
borrower. 

(5)  Abs/rac/s  of  Title.  Any  abstract  of 
title  will  be  delivered  to  the  borrower 
and  Form  FmHA  140-4,  “Transmittal  of 
Documents,"  will  be  prepared  and  a 
receipt  obtained  in  accordance  with  the 
FMI.  However,  when  an  abstract  is 
obtained  from  a  third  party  with  the 
understanding  it  will  be  returned,  such 
abstract  will  be  sent  directly  to  the  third 


party  and  a  memorandum  receipt  will  be 
obtained. 

(6)  Requesting  title  service.  When  the 
loan  is  approved,  the  County  supervisor 
will  see  that  title  service  is  requested  in 
accordance  with  Part  1807  of  this 
Chapter  (FmHA  Instruction  427.1),  if  this 
has  not  already  been  done. 

(7)  Fees.  The  borrower  will  pay  all 
filing,  recording,  notary  and  lien  search 
fees  incident  to  loan  transactions  from 
personal  or  loan  funds.  When  FmHA 
employees  accept  cash  for  these 
purposes  form  FmHA  440-12, 
“Acknowledgment  of  Payment  for 
Recording,  Lien  Search,  and  Releasing 
Fees,"  will  be  executed.  FmHA 
employees  will  make  it  clear  to  the 
borrower  that  any  fee  so  accepted  is 
only  for  paying  fees  on  behalf  of  the 
borrower,  and  is  not  accepted  as  partial 
payment  on  a  loan. 

(8)  Supervised  bank  accounts.  If  a 
supervised  bank  account  is  required, 
loan  funds  will  be  deposited  following 
loan  closing.  Supervised  bank  accounts 
will  be  established  in  accordance  with 
subpart  A  of  part  1902  of  this  Chapter. 
Loan  funds  not  to  be  disbursed  for 
specific  purposes  at  loan  closing  and  not 
needed  within  30  days  after  closing,  will 
not  be  requested  until  they  are  needed. 
The  “Loan  Disbursement  System"  will 
be  used  to  request  future  advances  at  30 
day  intervals  or  as  needed.  Only  in 
unusual  cases  will  loan  funds  be  kept  in 
supervised  bank  accounts  for  more  than 
60  days,  and  when  such  funds  are 
placed  in  an  interest  bearing  supervised 
bank  account,  the  interest  earned  will 
be  applied  on  the  EM  loan  immediately 
or  used  for  an  authorized  EM  loan 
purpose,  if  the  planned  EM  funds  are  not 
su^icient  to  cover  all  of  the  planned 
items. 

(b)  Closing  loans  secured  by  chattels 
and  crops.  See  Subpart  B  of  Part  1941  of 
this  chapter. 

(c)  Loan  closing  review.  Immediately 
prior  to  loan  closing,  the  FmHA  official 
responsible  for  closing  the  loan(s)  will 
review  the  file  for  compliance  with 
Agency  regulations. 

§  1945.190  Revision  of  the  use  of  EM  loan 
funds. 

(a)  Requirements.  Loan  approval 
officials  or  their  delegates  are 
authorized  to  approve  changes  in  the 
purposes  for  which  loan  funds  were 
planned  to  be  used,  provided: 

(1)  the  loan,  as  changed,  is  within  the 
respective  loan  approval  official's 
authority. 

(2)  Such  a  change  is  for  an  authorized 
purpose  and  within  applicable 
limitations. 


i 
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(3)  Such  a  change  will  not  adversely 
affect  either  the  feasibility  of  the 
operation  or  the  Government's  interest. 

(4)  Such  a  change  is  approved  in 
advance  of  the  loan  funds  being  used  for 
the  new  purpose(s). 

(b)  Additional  authority.  The  State 
Director  may  delegate  additional 
authority  to  approval  officials  to 
approve  certain  kinds  of  changes  in  the 
use  of  loan  funds  by  issuing  a  State 
supplement  describing  such  changes, 
provided  prior  approval  is  obtained  from 
the  National  Office. 

(c)  Revisions.  When  changes  are 
made  in  the  use  of  loan  funds,  no 
revision  will  be  made  in  the  repayment 
schedule  on  the  promissory  note. 
Appropriate  changes  with  respect  to  the 
repayment  will  be  made  in  Table  K  of 
Form  FmHA  431-2  and  will  be  Initialed 
by  the  borrower.  The  County  Supervisor 
will  also  make  appropriate  notations  in 
the  “Supervisory  and  Servicing  Actions” 
section  of  Form  FmHA  1905-1. 

§1945.191  IReserved] 

§  1945.192  Loan  servicing. 

Loans  will  be  serviced  in  accordance 
with  Subpart  A  of  Part  1806,  Part  1863 
and  Subpart  A  of  Part  1872  of  this 
chapter  (FmHA  Instructions  426.1, 425.1, 
and  465.1,  respectively)  and  Subpart  A 
of  Part  1962  of  this  chapter. 

§§  1945.193-1945.200  [Reserved] 

Exhibit  A — Processing  Guide — Insured 
Emergency  (EM)  Loans 

/.  Purpose 

This  Exhibit  outlines  the  basic  steps 
involved  in  processing  a  loan  application 
including  an  application  kit.  and  identifies 
the  FmHA  forms  which  should  be  considered 
for  use  at  each  step  as  appropriate  for  EM 
loans. 

II.  General 

A.  The  forms  listed  in  this  Exhibit  will  be 
considered  in  development  of  the  application. 
Forms  designated  with  an  "x”  are  required 
and  those  designated  with  a  are  used 
when  applicable. 

B.  Consult  the  appropriate  Forms  Manual 
Insert  (FMl)  for  instructions  for  completion, 
distribution,  and  procedural  reference  for 
each  form. 

III.  Application  Processing 

A.  Application  Filing.  The  following  should 
be  done  at  the  time  the  applicants  file  their 
applications. 

1.  County  OfTica  Assistants  (COA) 
normally  will  have  the  first  contact  with 
potential  applicants.  During  these  contacts 
the  COA  should: 

a.  Be  sympathetic  and  sensitive  (o 
applicants’  needs. 

b.  Set  up  appointments  for  applicants  to 
meet  with  supervisory  personnel. 

c.  Inform  applicants  of  the  last  date  for 
receiving  applications. 


d.  Discuss  credit  needs  and  FmHA's 
services. 

e.  Advise  applicants  eligible  for  other 
credit  they  will  be  considered  for  a  loss 
loan(s)  only  at  the  rate  of  interest  set  by  the 
Secretary;  and  advise  applicants  appearing 
eligible  for  other  credit  who  certified  they 
were  unable  to  get  other  credit,  that  they  will 
be  referred  to  other  lenders  to  obtain  written 
evidence  they  are  unable  to  obtain  their 
needed  credit  from  such  other  lenders. 

f.  Begin  running  case  record. 

g.  Provide  applicants  with  an  application 
kit  and  any  other  instructions  that  are  needed 
to  help  expedite  processing  of  the  application 
and  FmHA  forms  to  be  completed. 

2.  The  application  kit  should  have  a  cover 
sheet  with  instructions  to  the  applicant,  as  is 
appropriate  for  individuals,  corporations, 
cooperatives  and  partnerships.  The  cover 
sheet  will  include  a  notice  to  the  applicant 
that  the  completed  application  must  be 
returned  by  the  termination  date  shown  on 
the  cover  sheet  in  order  to  be  accepted  and 
considered  for  EM  loan  assistance.  The 
following  FmHA  Forms  should  be  included  in 
the  kit:  410-1, 410-9,  “Statement  Required  by 
the  Privacy  Act,"  431-1,  “Long  Time  Farm 
and  Home  Plan,"  431-2,  and  1945-22. 

3.  The  County  Office  Assistant  (COA)  will 
set  up  a  list  of  names  and  addresses  for  all 
recipients  of  EM  applications  given  out.  This 
list  will  be  monitored  daily  or  weekly  and  if 
an  applicant  does  not  keep  a  scheduled 
appointment,  follow  up  will  be  accomplished 
with  a  letter  or  telephone  call  and  recorded  in 
the  County  Case  File. 

4.  Applications  should  normally  be  acted 
upon  by  the  County  Committee  within  15 
days,  and  in  any  event,  not  later  than  30  days 
from  receipt  of  a  completed  application  by 
the  county  office. 

5.  Applicants  will  be  promptly  notified  in 
writing  of  their  eligibility  status,  and  if 
additional  information  is  needed  to  make  an 
eligibility  deteimination,  it  will  be  requested 
in  writing. 

6.  The  following  FmHA  Forms  will  be  used 
as  appropriate: 


Form  No.  Name  Use 


410-1 . Application  for  FmHA  Services _  x 

410-5.... . . Request  for  Verification  o1  Employ-  * 

ment. 

410-7 . . .  Notification  to  Applicant  on  Use  of  x 

Financial  Information  from  Finan¬ 
cial  Institution. 

410-8 .  Applicant  Reference  Letter .  ' 

410-9 . .  Statement  Required  by  the  Privacy  x 

Act. 

410-10 . . . Privacy  Act  Statement  to  Refer-  * 

ences. 

431-1 . .  Long-Time  Farm  and  Home  Plan .  * 

431-2 . . .  Farm  and  Home  Plan .  x 

431-4 . . .  Business  Analysis— Nonagricultural  * 

Enterprise. 

440-32 . .  Request  for  Statement  of  Debts  * 

and  Collateral. 

440-34 . .  Option  to  Purchase  Real  Property .  * 

440-98.. _ _  Estimate  of  Settlement  Costs  "^t-  * 

Nement  Costs"  Booklet. 

443-2 . . .  Option  lor  Purchase  of  Farm — Land  * 

to  be  Subdivided. 

443-8 _ ........  Assignment  of  Interest  in  Option  * 

(Land  to  be  Subdivided). 

449-10 . . —  AppHcant's  Environmental  Impact  * 

Evalualioiv 

t940-38 - -  Request  lor  Lender's  Verificalion  of  * 

Loan  AppKoalion. 

1940-61  Crop-Share-Cesh  Farm  Lease .  * 

1940-63....™.....  Cash  Farm  Lease . . . . .  • 


Form  No.  Name  Use 


1940-55 .  Livestock-Share  Farm  Lease .  * 

1940-56 .  Annual  Supplement  to  Farm  Lease  ...  * 

1945-22 .  Certification  of  Disaster  Losses .  x 

1945-29 . .  ASCS  Vertification  cf  Farm  Acre-  x 

ages.  Production  and  Benefits. 


B.  Field  Visit.  Notify  applicant  of  planned 
visit  and  its  purpose. 

1.  Verification  of  disaster  losses. 

2.  Evaluate  the  resorces  available  to  the 
applicant  and  their  adequacy  in  fulfilling  the' 
requirements  of  the  proposed  plan  of 
operation,  taking  into  consideration 
development  work  planned. 

3.  Obtain  inform;)  tion  needed  to  complete 
required  appraisals  (chattel  and  real  estate). 

4.  If  development  is  planned,  discuss  plans, 
specifications,  and  estimates. 

5.  Hold  landlord-tenant  meeting,  if 
necessary,  to  reach  an  agreement  on  the 
terms  of  the  lease,  resolve  any  problems,  etc.; 
record  in  running  case  record. 

6.  Determine  security  requirements  and 
record  in  running  case  record. 

7.  The  following  FmHA  forms  will  be  used 
as  appropriate. 


Form  No.  Name  Use 


422-1 .  Appraisal  Repon— Farm  Tract . 

422-2 .  Supplemental  Report— Irrigation, 

Drainage,  Levee  and  Minerals. 

422-3 .  Map  of  Property . 

422-10  .  Appraiser's  Worksheet-Farm  Tracts 

■  lor  Study  of  Comparai;ie  Proper¬ 
ties. 

424-1 .  Development  Plan . ,. . 

424-2 .  Description  of  Materials . 

440-13 .  Report  of  Lien  Search . 

440-21 .  Appraisal  Of  Chattel  Properly . 

1945-26 .  Calculation  of  Actual  Losses . 


C.  Eligibility  Determination. 

1.  Obtain  all  needed  application  forms  and 
other  information  from  the  applicant.  Assisi 
the  applicant  in  completing  these  forms  and/ 
or  in  obtaining  needed  information,  as 
necessary. 

2.  Request  deed  or  other  evidence  of  title. 

3.  Schedule  meeting  for  County  Committee, 
review  application  and  determine  eligibility. 

4.  Inform  applicant  of  the  results  of 
Committee  action. 

5.  The  following  FmHA  forms  will  be  used 
as  appropriate: 


Form  No.  Name  Use 


403-1 .  Debt  Adjustment  Agreement .  * 

440-2 . County  Committee  Certification  or  x 

Recommendation. 


/V.  Docket  Preparation 

A.  Obtain  all  information  fttmi  the 
applicant,  prior  lienhold«r(s),  landlordfs),  etc., 
needed  for  the  loan  docket  to  be  prepared. 

B.  Check  to  assure  all  security 
requirements  have  been  or  will  be  met  by 
ktan  closing. 

C.  Prepare  a  loan  narrative  and  enter  11  into 
(he  running  case  record. 

D.  The  following  FmHA  forms  will  be  used 
as  appropriate: 
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Form  No.  Name  Use 


400-4 . . Nondiscrimination  Agreement .  k 

427-8 . .  Agreement  with  Prior  Lienholder .  * 

440-4 _  Security  Agreement  (Chattels  and  * 

Crops). 

440-4A . . . .  Security  Agreement  (Crops) . . . * 

440-6 . . .  Severance  Agreement .  * 

440-15 _  Security  Agreement  Onsured  Loans  * 

to  Individuals). 

440-25 _  Financing  Statement . . . * 

440-A25 _ _ _  Financing  Statement  (Carbon-Inter-  * 

leaved). 

440-26 _ _  Consent  and  Subordination  Agree-  ' 

menL 

440-41 . . . .  Disclosure  Statement  lor  Loans  * 

Secured  by  Real  Estate. 

440-41A.^ _  Disclosure  Statemerrt  for  Loans  * 

Not  Secured  by  Real  Estate. 

440-43 . . . .  Notice  o(  Right  to  Rescind . . _..  « 

440- 48 . . Environmental  Impact  Assessment..  * 

441- 5 _ _ _  Subordination  Agreement . .  * 

441-8 .  Assignment  of  Proceeds  From  the  * 

Sale  of  Agricultural  Products 

441-10 .  Nondisturbance  Agreement .  * 

441-12 . .  Agreement  for  Disposition  of  Joint-  * 

ly  Owned  Property. 

441-13 _ Division  of  Income  and  Nondistur¬ 

bance  Agreement. 

441-17 . . .  Certification  of  Obligation  to  Land-  * 

lord. 

441-18 _ _  Consent  to  Payment  of  Proceeds  * 

from  Sale  of  Farm  Products. 

441-25 . .  Assignment  of  Proceeds  from  the  * 

Sale  of  Dairy  Products  and  Re¬ 
lease  of  Security  InteresL 

443-16 _ _  Assignment  of  Income  From  Real  * 

Estate  Security. 

443-17 _  Agreement  to  Sell  Nonessential  * 

Real  Estate. 

1940-1 . . Request  for  Obligation  of  Funds _  4 


V.  Loan  Approval  and  Closing 

A.  Loan  Approval. 

1.  Establish  loan  closing  conditions  and 
enter  them  in  the  running  case  record. 

2.  Execute  and  distribute  all  forms 
necessary  for  loan  approval. 

3.  For  chattel  loan — Hie  flnancing  statement 
or  chattel  mortgage,  and  obtain  a  lien  search. 

4.  For  real  estate  loan — request  preliminary 
title  opinion. 

B.  Loan  Closing. 

1.  Arrange  for  loan  closing  by  escrow 
agent  designated  attorney,  or  other 
authorized  loan  closing  agent  furnish  loan 
closing  agent  with  appropriate  instructions, 
forms,  and  other  needed  information  for  loan 
closing. 

2.  The  following  FmHA  forms  will  be 
provided  to  and  used  by  the  appropriate  loan 
closing  agent  in  addition  to  those  forms 
listed  under  docket  preparation  which  must 
be  executed  by  the  borrower  or  other  party: 


Form  No.  Name  Use 


140-4 .  Transmittal  of  Documents . . . 

400-1 . -  Equal  Opporturvty  Agreement _ 

400-3 . - .  Notice  to  (Contractors  and  Appli¬ 

cants. 

400-6 _  Compliance  Statement . . . 

402-1 _ _  Depi^  Agreement _ _ _ _ _ 

402-2 . . . .  Statement  of  Deposits  and  With¬ 

drawals. 

402-5 _ _ Deposit  Agreement  (Non  FmHA 

Funds). 

426- 2 . . . .  Property  Insurance  Mortgage 

Clause  (Without  Contribution). 

427- 1  . Real  Estate  Mortgage  or  Deed  of 

Trust  for - . 

427-4 . . Transmiltal  of  Title  Information . . 

427-5 . . .  Affidavit  of  Borrowers  (or  Transfer¬ 

ees). 

427-6 .  Affidavil  of  Sellers  (or  Transferors)  .... 

427-9 _  Preliminary  Title  Opinion . . . 

427-10 _ _ _  Final  Title  Opinion.^ . . . 


Form  No.  Name  Use 


427-11 .  Warranty  (}eed . . . * 

440-45 . .  Nondiscrimination  Certificate  (Indi-  * 

vkfual  Housing). 

440-59 . . . .  Settlement  Statement _  * 

1940-17 _  Promissory  Note . « 

1951-4 .  (Change  in  Rales  and  Terms . . .  * 


Exhibit  B — Memorandum  of  Understanding 
Between  the  Small  Business  Administration 
(SBA)  and  the  United  States  Department  of 
Agriculture  (USDA)— Fanners  Home 
Administration  (FmHA)  Pertaining  to  Disaster 
Loan  Assistance  Programs 

/.  Preamble 

Pub.  L.  96-302,  which  amended  the  Smalt 
Business  Act  and  the  Consolidated  Farm  and 
Rural  Development  Act,  amends  Section  18  of 
the  Small  Business  Act  by — "(1)  striking  the 
comma  after  the  phrase  ‘agricultural  related 
industries'  and  inserting  the  following; 

Provided,  That  prior  to  October  1, 1983,  an 
agricultural  enterprise  shall  not  be  eligible  for 
loan  assistance  under  paragraph  (1)  of 
section  7(b)  to  repair  or  replace  property 
other  than  residences  and/or  personal 
property  unless  it  is  declined  for,  or  would  be 
declined  for,  emergency  loan  assistance  at 
substantially  similar  rates  from  the  Farmers 
Home  Administration  under  Subchapter  III  of 
the  Consolidated  Farm  and  Rural 
Development  Act,’  and  *  * 

This  legislation  makes  it  clear  that  farmers 
are  to  be  directed  to  the  FmHA  for  disaster 
loan  assistan(%  once  a  disaster  declaration 
has  been  made  as  a  result  of  disasters 
commencing  on  or  after  July  3. 1980. 

This  joint  Memorandmn  reaffirms  the 
mutual  desire  of  SBA  and  FmHA  to  cooperate 
in  the  use  of  their  respective  disaster  loan¬ 
making  authorities  to  compliment  the  disaster 
program  activities  of  each  other,  consistent 
with  the  basic  purpose  of  the  legislation. 

It  is  not  intended  that  this  Memorandum 
alter  the  relationship  that  currently  exists 
between  FmHA  and  SBA  regarding  the 
handling  of  each  Agencies’  regular  lending 
programs. 

With  respect  to  their  regular  programs, 
FmHA  and  SBA  will  continue,  to  the  extent 
possible,  to  improve  and  expand  the  delivery 
of  financial  assistance  to  the  agricultural 
community. 

II.  Definitions 

1.  Farming  is  the  business  of  producing 
crops,  livestock,  livestock  products,  and 
aquatic  organisms  through  the  management 
of  land,  water,  labor,  capital  and  basic  raw 
materials,  e.g.,  seed.  fee<L  fertilizer  and  fueL 

2.  Natural  Disaster  (As  authorized  by 
FmHA  State  Directors)  is  a  disaster  caused 
by  such  natural  phenomena  as  hurricanes, 
tornadoes,  cyclones,  excessive  rainfall, 
floods,  earthquakes,  blizzards,  freezes, 
electrical  storms,  snowstorms,  drought 
excessively  high  temperatures,  and  hail: 
insects  where  abnormal  weather  contributed 
substantially  to  the  spreading  and  flourishing 
of  such  insects;  fire  resulting  from  lightning, 
and  fires  of  other  origins  which  could  not  be 
controlled  because  of  abnormal  weather;  and 
plant  and  animal  diseases  where  abnormal 
weather  contributed  substantially  to  such 
diseases  spreading  into  epidemic  stages. 


3.  Physical  Disaster  (As  declared  by  the 
Administrator  of  SBA)  is  a  disaster  caused  by 
a  flood,  riot,  civil  disorder,  hurricane, 
tornado,  storm,  high  water,  wind-driven 
water,  tidal  wave,  snowstorm,  drought,  fire, 
explosion  or  other  catastrophic  event. 

4.  Major  Disaster  (As  declared  by  the 
President)  is  a  disaster  caused  by  any 
catastrophic  event  of  suflicient  magnitude  to 
warrent  major  disaster  assistance  by  the 
Federal  Government,  under  the  Disaster 
Relief  Act  of  1974. 

5.  Housing  Losses  are  losses  sustained  to 
the  farmowner's  personal  dwelling,  tenant 
housing  or  farm  labor  housing  and  their 
contents,  and  other  personal  property 
contained  therein. 

6.  Agricultural  Enterprises  are  those 
businesses  engaged  in  the  production  of  food 
and  fiber,  ranching  and  raising  of  livestock, 
aquaculture,  and  all  other  farming  and 
agricultural  related  industries. 

7.  Credit  Elsewhere: 

(a)  For  SBA  purposes,  is  the  availability  of 
sufficient  credit  from  non-Federal  sources  at 
reasonable  rates  and  terms,  taking  into 
consideration  prevailing  private  rates  and 
terms  in  the  community  in  or  near  where  the 
disaster  loan  applicant  transacts  business  for 
similar  purposes  and  periods  of  time. 

(b)  For  FmHA  purposes,  is  the  availability 
of  sulBcient  credit  elsewhere  taking  into 
consideration  prevailing  private  and 
cooperative  rates  and  terms  in  the  cxjmmunity 
in  or  near  whicdi  the  applicant  resides  for 
loans  for  similar  purposes  and  peri(xls  of 
time. 

8.  Federal  Individual  Assistance  is  the 
Federal  disaster  assistance  made  available  to 
private  individuals  and  privately  owned  and 
operated  agricultural  enterprises  as 
compared  to  public  assistance  disaster 
programs  which  are  available  to  governing 
bodies  and  quasi-governing  bodies  of 
political  subdivisions. 

9.  Presidential  Emergency  is  any  disaster 
in  any  part  of  the  United  States  which  is  of 
such  magnitude  that  the  President  makes  a 
declaration  and  which  requires  certain 
Federal  emergency  programs  to  supplement 
State  and  local  efforts  in  the  preservation  of 
lives  and  protection  of  property,  public  health 
and  safety,  or  to  avert  or  lessen  the  threat  of 
a  more  severe  disaster. 

III.  General  Guidelines 

1.  *1116  FmHA  administers  its  financial 
assistance  programs  through  its  State. 

District  ami  County  offices. 

The  SBA  administers  its  financial 
assistance  programs  through  its  Regional. 
District  and  Branch  offices. 

2.  All  farm  disaster  loss  loan  applications 
heretofore  and  hereafter  approved  by  SBA 
will  be  serviced  by  SBA. 

3.  The  SBA  and  FmHA  will  have 
substantially  similar  interest  rates  for  their 
respective  loss  loans.  It  is  agreed,  therefore, 
that  such  interest  rates  will  not  differ  by 
more  than  one  percent  per  annum  at  any 
given  time,  and  will  be  applied  in  accordance 
with  Section  114  of  Pub.  L  94-305;  and  that 
the  FmHA  Deputy  Administrator  for  Farm 
and  Family  Programs  and  the  SBA  Associate 
Administrator  for  Financial  Assistance  will 
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consult  before  either  Agency  changes  its  loss 
loan  rate  of  interest. 

4.  FmHA  State  Directors  and  SBA  District 
Directors  will  consult  with  each  other  when 
either  is  contemplating  authorizing  or 
recommending  that  an  areafs)  be  named 
where  farm  disaster  financial  assistance  is  to 
be  made  available.  Each  Agency,  at  the 
National  level,  will  notify  the  other  in  writing 
when  such  declaration  or  authorization  is 
officially  made. 

5.  FmHA  State  Directors  and  SBA  District 
Directors  will  exchange  addresses  of  their 
respective  offices  and  identify  the 
geographical  areafs]  served  by  each.  This 
specific  information  will  be  available  in  all 
field  offices  of  both  Agencies  so  applicants 
can  be  referred  to  the  appropriate  offices 
with  a  minimum  of  delay.  The  FmHA  uses  its 
local  county  offices  to  administer  disaster 
emergency  programs.  SBA  will  either 
establish  special  local  ofHces  for 
administering  its  disaster  assistance 
programs,  or  utilize  permanent  SBA  offices, 
as  appropriate. 

6.  SBA  Disaster  Branch  Offices  and  FmHA 
County  Offices  will  cooperate  to  avoid 
overlapping  and  duplication  of  disaster 
benefits  by  exchanging  loan  application  and 
loan  approval  information  while  ensuring 
that  farmers  and  rural  resident  disaster 
victims  receive  the  assistance  to  which  they 
are  entitled. 

7.  FmHA  State  Directors  and  SBA  District 
Directors  will  meet  on  a  frequency  of  not  less 
than  annually  to  review  this  Memorandum  of 
Understanding,  clarify  and  agree  on  each 
Agency's  disaster  program  responsibilities, 
and  plan  appropriate  training  meetings  for 
their  respective  employees  to  assure 
familiarity  with  and  common  understanding 
of  the  contents  of  this  Memorandum  of 
Understanding. 

IV.  How  Loans  are  Made  Available 

1.  FmHA  Emergency  (EM)  Loans.  EM 
Loans  will  be  made  available  in  counties 
named  by  the  Federal  Emergency 
Management  Agency  (FEMA)  as  eligible  for 
Federal  Individual  Assistance  under  a  major 
disaster  or  emergency  declaration  by  the 
President,  or  in  counties  where  EM  Loans  are 
authorized  by  the  FmHA  State  Director 
because  of  a  natiual  disaster. 

2.  SBA  Disaster  Loans.  SBA  Physical  Loss 
and  Economic  Injury  Disaster  Loans  will,  as 
determined  to  be  necessary  and  appropriate, 
be  made  available  in  counties  named  by 
FEMA,  as  well  as  in  counties  declared  by  the 
Administrator  of  SBA.  Economic  Injury 
Disaster  Loans,  as  a  separate  program,  will 
be  made  available  to  nonfarm  small  business 
concerns  in  counties  where  FmHA  State 
Directors  have  authorized  EM  Loans,  and 
furthermore,  SBA  Physical  Disaster  Loans 
will  be  made  available  to  those  agricultural 
enterprises  referred  to  SBA  by  FmHA 
pursuant  to  paragraph  IV  4  (e)  of  this 
Memorandum  of  Understanding. 

3.  FmHA  and  SBA  will  establish  a  liaison 
at  both  the  State  Director/District  Director 
level  and  the  National  level  and  periodically 
coordinate  their  activities  to:  (a)  exchange 
detailed  information  concerning  the  disaster 
loan  programs,  (b)  define  areas  of 
cooperation  between  the  two  Agencies,  (c) 


assure  that  their  programs  are  serving  the 
intended  recipients,  (d)  establish  new 
methods  to  serve  the  public  more 
expeditiously,  and  (e)  achieve  maximum 
utilization  of  their  respective  resources. 

4.  The  SBA  and  FmHA  agree  that  the 
interests  of  agricultural  enterprises  will  be 
best  served,  and  that  each  Agency  will 
achieve  better  utilization  of  available 
resources,  through  the  operating  guidelines 
discussed  in  this  section  relative  to  areas 
where  these  Agencies  offer  disaster 
assistance.  Furthermore,  National  FmHA  and 
Central  SBA  office  representatives  agree  to 
meet  on  a  frequency  of  not  less  than  annually 
to  review  this  Memorandum  of 
Understanding,  discuss  matters  of  mutual 
concern  relating  to  each  Agency’s  disaster 
loan  programs  and  to  revise  this  document,  if 
appropriate. 

(a)  When  an  applicant  has  sustained  only 
housing  and  personal  property  losses  in  areas 
where  SBA's  Physical  Loss  Loans  are 
available,  only  SBA  will  make  loans  for  the 
restoration  or  replacement  of  disaster  caused 
housing  losses  as  deffned  in  paragraph  U  5  of 
this  Memorandum  of  Understanding.  When 
an  agricultural  enterprise  has  suffered  farm 
production  and/or  physical  farm  losses,  as 
well  as  housing  losses,  and  SBA  has  not 
approved  a  physical  disaster  declaration  for 
the  affected  area,  FmHA  will  make  the 
loanfs)  for  the  production  and  physical  farm 
losses  as  well  as  the  housing  losses. 

In  the  event  both  Agencies  have  made  their 
disaster  assistance  programs  available  for 
the  area,  applicants  will  have  the  option  of 
going  to  FmHA  or  SBA  for  disaster  loan 
assistance  to  restore  or  replace  their  housing 
losses;  however,  in  all  cases,  farm  production 
and  farm  physical  loss  loans  will  be  made  by 
FmHA,  providing  the  applicant  is  otherwise 
eligible. 

In  those  instances  where  an  FmHA  farm 
production  and/or  physical  farm  loss  loan(s) 
is  to  be  made,  following  approval  of  an  SBA 
Housing  Loss  Loan,  the  SBA  will,  upon 
request  from  FmHA,  subordinate  its  lien  to 
FmHA,  as  may  be  required  for  approval  of 
the  FmHA  loss  loanfs). 

(b)  When  an  applicant  makes  an  initial 
inquiry  for  disaster  assistance  from  SBA  and 
farm  losses  are  evident,  the  applicant  will  be 
advised  of  the  provisions  of  (a)  above  and 
referred  to  FmHA  for  the  needed  financing 
based  on  farm  losses.  When  an  applicant 
makes  an  initial  inquiry  with  SBA  seeking 
disaster  assistance  for  housing  losses  only. 
the  applicant  will  be  referred  to  FmHA  for 
consideration  whenever  the  losses  suffered 
were  not  in  an  SBA  authorized  area.  Should 
such  an  applicant  be  in  an  SBA  authorized 
area  and  be  denied  SBA  assistance  because 
of  a  lack  of  repayment  ability  due  to  low 
income,  the  applicant  may  be  referred  to 
FmHA  for  its  consideration  imder  FmHA's 
502  Rural  Housing  Interest  Credit  Loan 
Program,  provided  the  applicant  resides  in  a 
rural  community  or  in  a  community  under 
20,000  population.  FmHA  may  be  able  to 
extend  interest  credit  assistance  to  such 
borrowers  at  rates  as  low  as  1  percent  under 
that  Loan  Program. 

(c)  In  any  event,  potential  farm  loan 
applicants  should  contact  FmHA  for  an 
interview  to  determine  whether  they  are 


eligible  for  disaster  loan  assistance  from  the 
FmHA.  Those  not  eligible  will  be  referred  to 
the  SBA  for  consideration,  except  those 
discussed  in  paragraph  (e)  below.  Where  a 
referral  or  denial  action  is  taken  by  the 
FmHA,  the  referral  or  denial  letter  to  the 
applicant  will  specify  the  reason(s)  why  the 
disaster  type  assistance  requested  by  the 
applicant  was  not  made  available  by  FmHA- 

(dj  Potential  applicants  are  not  to  be 
referred  back  and  forth  between  FmHA  and 
SBA.  Representatives  of  each  Agency  must 
be  reasonably  certain  the  disaster  victim  is 
eligible  for  assistance  from  the  other  agency 
before  a  referral  is  made. 

(ej  FmHA  personnel  will  refer,  by  letter, 
those  applicants  ineligible  for  FmHA  EM 
Loan  assistance  for  reasons  such  as  alien 
status;  corporations,  partnerships  and 
cooperatives  not  being  primarily  engaged  in 
farming;  and  farm  owners  who  do  not  operate 
their  farmfs).  Referral  letters  will  state  the 
specific  reasonfs)  for  ineligibility  and  will 
include  the  following  statement,  “Applicant 
has  been  informed  that  applicants  for  SBA 
Physical  Disaster  Loan  assistance  must  meet 
minimum  less  criteria  substantially  similar  to 
that  employed  by  FmHA.”  Referrals  will  not 
be  made  by  FmHA  when  the  reasonfs]  for 
loan  denial  is  based  on  unfavorable  credit 
determinations  (includes  inadequate 
security),  lack  of  repayment  ability,  or  when 
it  is  known  to  FmHA  that  sustained  disaster 
losses  are  insufffeient  to  meet  its  minimum 
loss  criteria. 

(f)  Disaster  victims  frling  for  financial 
assistance  from  either  Agency  will  give 
written  permission  for  FmHA  and  SBA  to 
exchange  all  prior  and  current  loan 
application  and  loan  experience  information, 
including  appraisals.  The  format  for  this 
permission  must  be  developed  in  compliance 
with  the  Privacy  Act. 

(g)  Applicants  filing  for  financial  assistance 
from  either  Agency  must  use  the  forms  and 
procedures  of  the  Agency  being  requested  to 
provide  such  assistance.  An  applicant  who  is 
denied  assistance  by  either  Agency  must  file 
a  new  application  with  the  other  in 
accordance  with  that  Agency’s  forms  and 
procedures.  However,  the  earliest  filing  date 
of  an  application  for  losses  with  either 
Agency  will  constitute  the  filing  date  with 
regard  to  termination  dates  for  receiving 
applications  by  either  Agency;  provided  not 
more  than  six  months  has  elapsed  since  the 
termination  date  of  the  second  Agency 
contacted,  at  the  time  that  Agency  is 
requested  to  process  an  application. 

V.  Description  of  Lending  Policies 

The  FmHA  guarantees  EM  Loans  and  also 
makes  insured  EM  Loans.  Guaranteed  EM 
Loans  are  loans  where  an  eligible  lender 
advances  the  entire  loan  from  its  own 
resources  and  services  the  loan.  The  FmHA 
guarantees  repayment  to  the  lender  of  a 
certain  percentage  of  any  loss  of  principal 
and  interest.  Insured  EM  Loans  are  those 
made  from  the  Agricultural  Credit  Insurance 
Fund  (ACIF)  by  FmHA  employees  and 
serviced  by  FmHA  employees. 

The  SBA  makes  direct,  immediate 
participation,  and  guaranteed  loans.  Direct 
loans  are  made  with  SBA  funds  only. 
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Immediate  participation  loans  are  those  in 
which  SBA  agrees  to  purchase  a  speciHed 
percentage  of  a  loan  from  a  lender 
iAmediately  after  disbursement  of  such  loan. 
Guaranteed  loans  are  made  by  a 
conventional  lender  from  its  own  funds  and 
SBA  guarantees  a  percentage  of  the  unpaid 
balance. 

V/.  Loan  Programs 
The  Emergency  and  Disaster  Loan 
Programs  of  FmHA  and  SBA  are  outlined  in 
Table  I  which  sets  forth  the  comparative 
similarities  and  differences  of  each  programs. 

VII.  Administrative  Guidelines 

1.  The  services  of  FmHA  and  SBA,  which 
are  available  to  lenders  and  applicants  are, 


by  mutual  agreement,  services  that  each 
Agency  would  provide  any  eligible  applicant 
in  the  normal  course  of  business:  and 
normally  there  will  be  no  reimbursement  by 
either  Agency  to  the  other  for  such  services. 

2.  The  National  Office  of  FmHA  and  the 
Central  Office  of  SBA  will  cooperate  in 
counseling  their  Held  offices  and  in  resolving 
problems  in  specific  cases. 

3.  This  Memorandum  of  Understanding  in 
no  way  alters  or  supersedes  the  existing 
Memoranda  between  the  two  Agencies 
covering  FmHA’s  regular  farmer  loan 
authorities  and  its  Business  and  Industrial 
Loan  authorities,  and  all  of  SBA's  regular 
loan  programs.  However,  this  Memorandum 
replaces  the  previous  Memorandum  of 
Understanding  on  disaster  type  loan 


assistance,  signed  by  SBA  on  July  21, 1977, 
and  by  FmHA  on  August  25, 1977. 

4.  lliis  agreement  may  be  amended  at  any 
time  by  written  agreement  of  both  parties. 

5.  This  agreement  shall  take  effect  upon  the 
later  date  shown  below. 


Gordon  Cavanaugh, 
Administrator,  Farmers  Home 
Administration. 

Date: - 


A.  Vernon  Weaver, 
Administrator,  Small  Business 
Administration.  • 

Date:  — — 


SBA/FmHA  Memorandum  of  Understanding — Disaster  Loan  Assistance  Programs 
Table  Comparative  similarities  and  differences 

FmHA  S8A 


EUgibility 


1.  An  individual  applicant  must  be  a  citizen  ot  the  United 
Stales.  For  applicants  which  are  organized  as  a  partnership, 
a  cooperativs,  or  a  corporation,  the  prtnc^  owners  must 
be  U.S.  citizens;  over  50  percent  of  the  ownership  of  such 
entities  must  be  held  by  U.S.  citizens;  and  the  manager  of 
any  such  entity  must  have  an  ownership  interest  in  the 
entity  and  be  a  U.S.  citizen.  Such  entity  must  be  recognized 
and  authorized  to  farm  in  the  State(s)  in  which  it  win 
operate  a  farm(s),  and  such  erttity  win  be  in  good  starxiing 
in  that  State(s). 

2.  EM  loan  applicants  able  to  obtain  their  needed  credit 
elsewhere  may  be  considered  for  an  Actual  Loss  Loan  only 
at  a  current  market  rate  ot  interest. 

EM  Loan  applicants  unable  to  obtain  their  needed  crecfit 
elsewhere,  exclusive  of  an  SBA  Physical  Disaster  Loss 
Loan,  may  qualify  for  an  Actual  Loss  Loattlsi  at  5  percent 
interest,  and  EM  Armua!  Production  and/or  EM  Major 
Acgustment  Loa/KsVal  the  current  market  rate  of  Interest. 


3.  The  applicant  must  be  an  established  farmer,  rancher  or 
aquaculture  operator,  either  tenant-operator  or  owner-opera¬ 
tor.  If  the  applicant  is  a  partnership,  corporation,  or  cooper¬ 
ative,  it  must  be  primarily  engaged  in  farming;  Le.,  it  must 
derive  over  SO  percent  of  its  gross  income  from  all  sources 
from  the  fanning  operation(s),  and  the  farming  operation(s| 
must  be  managed  by  one  or  more  of  the  principal  partners, 
principal  stockholders,  or  principal  members. 

4.  The  applicant  must  have  been  conducing  a  farming 

operation(s)  at  the  time  of  the  disaster  in  a  county  or 
counties  where  EM  Loans  have  been  authorized. 

5.  The  applicant  must  have  suffered  qualifying  property 

damage  or  production  losses  as  a  direct  result  of  the 
declared  or  authorized  disaster. 

6.  The  applicant  must  be  of  good  character,  have  the 

necessary  experience  and/or  training,  industry,  and  ability 
to  carry  out  the  proposed  operation. 

7.  Will  take  all  farm  disaster  applications  and  approve  EM 
Loans  based  on  disasters  commencing  after  duty  2.  1980, 
regardless  of  whether  or  not  an  applicant  can  obtain  the 
credit  needed  elsewhere 


1.  Citizenship  is  not  required.  However,  use  of  disaster  loan 
proceeds  outside  the  United  States  or  its  possessions  is 
not  permitted 


2.  Physical  Disaster  Loans  are  made  to  non-business  loan 
applicants,  without  regard  to  the  availability  of  other  Snanc- 
ing  or  resources,  and  business  loan  eKgibiiity  is  similar. 
However,  the  SBA's  judgment  of  the  business'  capacity  to 
obtain  credit  elsewhere  wM  determine  the  applicable  inter¬ 
est  rate.  Applicants  for  Economic  Injury  Disaster  Loan 
(EIDL)  assistance  must  seek  and  fully  utilize  all  alternate 
financing  resources  prior  to  obtaining  an  EIDL  loan  from 
SBA.  EIDL  applicants  must  be  eligible  small  businesses 
according  to  ^A  size  star<dards. 

3.  Most  homeowners,  businesses  and  nonprofit  institutions  are 
eligible  for  Physical  Disaster  Loan  assistance. 


4.  The  applicant  must  be  within  the  disaster  area  as  defined 
by  the  SBA  disaster  declaration. 

5.  The  appbcanl  must  have  suffered  real  or  personal  property 
damage  as  a  direct  result  of  the  declared  disaster. 

6.  Applicants  must  be  of  good  character  and  must  be  able  to 
provide  reasonable  assurance  of  loan  repaynieni  abAily. 

7.  Will  take  any  farm  disaster  applications  and  approve 
disaster  loans  based  on  disasters  commencing  on  or  before 
July  2  1980.  Applicants  applying  for  farm  disaster  loans 
based  on  disasters  commencing  on  or  after  My  3,  1960, 
will  be  referred  to  FmHA 


Loan  Purposes 


t.  For  those  unable  to  obtain  crediL  to  cover  actual  losses  for 
damaged  or  destroyed  fami  property  and  production;  pro¬ 
vide  essential  annual  farm  production  and  family  living 
expenses:  ana  provide  the  financing  necessary  to  make 
adjustments  in  the  farming  operation,  which  will  assure  the 
return  of  the  operation  to  a  finandally  sound  pre-disaster 
base. 


1.  The  purpose  of  Physical  Disaster  Loans  is  to  restore  the 
disaster  victim's  honie  or  business  property,  resd  or  person¬ 
al,  as  nearly  as  possible  to  its  pr^saster  condition.  No 
upgrading  is  permitted  except  as  required  for  code  oompk- 
ance. 


2.  Housing  losses— Available  under  FmHA's  Rurd  Housing 
Disaster  Loan  Program  only  when  SBA's  Physical  Disaster 
Loan  assistance  is  not  avanable.  When  housing  and  farm 
losses  are  involved,  the  applicant  may  choose  between 
SBA  or  FmHA  lor  loan  assistance  on  the  housing  loss,  but 
aH  larm  loss  assistance  wki  be  provided  by  FmHA. 


2.  Housing  losses— When  only  housing  losses  are  sustained. 
SBA  will  make  all  Housing  Loss  Loans  caused  by  the 
declared  disaster.  In  those  areas  where  both  FmHA  and 
SBA  disaster  programs  are  availabte,  applicants  may  select 
the  Agency  Irom  which  they  wish  to  obtain  their  Housing 
Loss  Loan,  but  all  applications  lor  farm  loss  loans  wW  be 
referred  lo^FmHA. 
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FmHA 


SBA 


3.  Initial  EM  Annual  Production  Loans  may  be  applied  for  up  3.  Economic  Injury  Disaster  Loans  are  somewhat  similar; 

to  12  months  from  the  disaster  authorization  date.  Subse-  however,  the  need  for  these  loans  must  be  specifically 

quent  Em  Annual  Production  Loans  may  be  applied  for  up  related  to  the  physical  disaster  as  declared  by  SBA. 

to  three  full  calendar  years  after  the  disaster  authorization 
date.  However,  EM  Annual  Production  Loans,  initial  or 
subsequent,  are  not  available  to  applicants  who  are  initially 
able  to  obtain  their  needed  credit  elsewhere. 

4.  EM  Major  Adjustment  Loans  may  be  applied  for  up  to  12  4.  No  comparable  disaster  loan  program;  however,  SBA's 
months  after  the  disaster  authorization  date,  but  are  not  Regular  Business  Loan  Program  is  somewhat  similar, 
available  to  applicants  who  are  initially  able  to  obtain  their 

needed  credit  elsewhere. 

Rales  and  Terms 

1.  Actual  Loss  Loans,  (a)  For  applicants  who  are  able  to 
obtain  their  credit  elsewhere,  the  interest  rate  for  EM  Actual 
Loss  Loans  is  established  by  the  Secretary  of  Agriculture, 
based  on  the  cost  of  money  to  the  Government  using  the 
statutory  formula. 

(b)  For  applicants  who  are  unable  to  obtain  their  credit 
elsewhere,  the  interest  rates  for  EM  Actual  Loss  Loans  are 
as  follows: 


(1)  For  disasters  occurring  through  September  30,  1978,  for 
whch  loans  were  approved  on  or  after  October  1,  1978,  the 
rate  Is  3.00  percent. 

(2)  For  disasters  occurring  on  or  after  October  1,  1978,  the 
rate  is  5.00  percent. 

Actual  Production  Loss  Loans  are  normally  made  for  up  to  7 
years.  Linder  certain  circumstances  loss  loans  for  produc¬ 
tion  and  chattel  losses  may  extend  up  to  20  years  with 
special  conditions,  depending  on  the  life  expectancy  of  the 
collateral  securing  the  loanfs).  Actual  Loss  Loans  for  real 
estate  purposes  wM  rxxmally  be  for  30  years,  but  may 
extend  up  to  40  years. 

2.  Annual  Production  Loans — at  the  current  prevailing  market 
rate  established  periodically  by  the  Secretary  and  repayable 
when  principal  income  from  the  year’s  operation  Is  normally 
reeeived. 

3.  Major  Adjustment  Loans— el  prevailing  cuirertt  market  rate 
as  established  pehodically  by  the  Secretary.  Such  loans  for 
chattels  are  normalhr  made  lor  up  to  7  years,  and  for  real 
estate,  normally  up  to  30  years.  Under  certain  drcuffl- 
stances  loans  ^  chattels  may  extend  up  to  20  years  and 
loans  for  real  estate  may  extend  up  to  40  years. 

Loan  Limits 

1.  In  addition  to  the  ceiling  limitations  listed  herein,  the  extent  1.  Home  Loans— No  statutory  limit;  however,  the  following 
of  loan  assislance  is  also  limited  by  the  amount  of  actual  administrative  limits  have  been  established:  (a)  $50,000  for 
loss,  potential  repayment  ability,  collateral  available,  the  real  estate,  (b)  $10,000  for  personal  property,  or  (c) 
applicant's  needs  and  other  credit  factors.  $55,000  for  combined  purposes  and  up  to  $50,000  for 

(a)  There  is  a  statutory  limit  of  $500,000  per  disaster  per  eligible  refinancing. 

applicant  for  Actual  Loss  Loan  assistance  for  both  those  2.  Business  Loans,  Physical  Disasters— No  statutory  limit  for 
who  can  obtain  and  those  who  cannot  obtain  their  credit  disasters  commencing  prior  to  enactment  of  Pub.  L  96- 
elsewhere.  302.  Le.,  July  2.  1980;  however,  a  $500,000  administrative 

(b)  Administrative  ceilings  lor  those  who  cannot  obtain  credit  Nmit  was  in  effect;  exceptions  permitted  by  SBA  Regional 

elsewhere  have  been  established  as  follows:  Adnranistrator  to  avoid  undue  financial  hardship. 

(1)  Actual  Loss  Loan— $500,000  per  applicant  per  disaster  For  disasters  commencing  on  or  after  July  3,  1980,  the 
designation  for  disasters  occurring  on  or  after  October  1,  statutory  limit  is  $500,000  per  disaster  per  borrower. 

1978.  Limit  may  be  waived  by  Administrator  if  appficant  is  a  major 

(2)  $250,000  per  applicant  per  disaster  designation  for  disast-  source  of  employment  in  an  area  suffering  a  major  disaster 

ers  occurring  through  September  30, 1978.  declared  by  the  President. 

(3)  Annual  Production  and/or  Major  Adjustment  Loans—  3.  Business  Loans.  Economic  Injury— No  statutory  limit,  the 
$1,500,000  outstanding  principal  balance  authorized  per  EM  amount  of  economic  injury  determines  the  size  of  the  loan, 
borrower,  regardless  of  the  number  of  disasters.  A  further 

sub-limitation  setting  a  $300,000  maximum  outstanding  prin¬ 
cipal  balance  on  Major  Adjustment  Loarts  lor  refinancing 
debts,  which  are  secured  by  real  estate,  is  established 
within  the  above  $1,500,000  ceiling.  However,  borrowers 
indebted  for  an  EM  Loan(s)  on  or  before  December  15, 

1979,  who  cannot  obtain  credit  elsewhere,  may  receive 
subsequent  Annual  Production  Loans  in  amounts  necessary 
to  continue  their  normal  operation(s)  without  regard  to  this 
indebtedness  ceiling. 

Graduation  Policy 

1.  Reviewed  to  determine  ability  to  obtain  credit  from  other  1.  Business  loan  applicants,  who  can  obtain  credit  elsewhere 
credit  sources  after  a  three  (3)  year  period  following  receipt  (loans  approved  at  formula  rate),  will  be  reviewed  for 

of  the  initial  EM  loan,  and  every  two  (2)  years  thereafter,  graduation  three  years  after  a  Physical  Disaster  Business 

until  graduation  is  achieved  or  the  loanfs)  is  paid  in  full.  Loan  is  fully  disbursed,  and  every  two  years  thereafter  for 

Refinancing,  when  available.  Is  mandatory  for  borrowers  the  term  of  the  loan.  Refinancing,  when  available,  is  manda- 

who,  when  they  received  their  initial  loans,  were  unable  to  tory. 

obtain  credit  from  other  sources. 


1.  Interest  rate  on  Physical  Disaster  Business  Loans  where 
credit  elsewhere  is  available  is  determined  by  a  statutory 
formula  which  is  based  upon  the  cost  of  money  to  the 
Government,  and  which  will  remain  in  effect  for  all  disasters 
occurring  on  or  alter  October  1,  1978,  and  prior  to  October 
1,  1983. 

During  the  same  period,  October  1,  1978,  through  September 
30,  1983,  there  is  a  3  percent  interest  rate  for  losses  to 
primary  homes  and  personal  property;  and  a  5  percent  rate 
for  loans  to  businesses,  which  in  SBA’s  judgment  are 
unable  to  obtain  credit  elsewhere. 

Interest  rates  on  loans  for  all  other  purposes  are  based  upon 
a  statutory  formula. 

SBA  Home.  Personal  Property.  Business,  and  Economic  Injury 
Disaster  Loans  may  have  maturities  of  up  to  30  years. 
However,  the  repayment  ability  of  the  applicant  will  deter¬ 
mine  the  actual  maturity  of  the  loan. 


2.  Interest  rate  for  Economic  Injury  Disaster  Loans  which  are 
similar  is  based  upon  a  statutory  formula. 


3.  No  comparable  disaster  loan  program. 


Economic  Injury  Loans 

1  EM  loans  for  annual  production  purposes  are  similar.  1.  SBA  is  authorized  to  make  Economic  Injury  Disaster  Loans 

to  small  business  concerns  that  have  suffered  cash  flow 
problems  related  to  the  disaster.  These  loans  are  lor 
working  capital  only  and  do  not  allow  lor  any  expansion. 
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Exhibit  C — Memorandum  of  Understanding 
Between  Agricultural  Stabilization  and 
Conservation  Service  and  Farmers  Home 
Adminbtration  on  Disaster  Assistance 

/.  General 

Federal  agencies  that  provide  Hnancial 
assistance  to  farmers  suffering  losses  as  a 
result  of  a  declared  or  authorized  disaster  are 
required  to  ensure  that  there  is  not 
duplication  of  benefits  under  other  programs. 
Within  USDA  it  is  very  important  that  the 
Agricultural  Stabilization  and  Conservation 
Service  (ASCS)  and  the  Farmers  Home 
Administration  (FmHA)  maintain  close 
coordination  of  their  assigned  disaster 
programs. 

11.  Purpose. 

The  purpose  of  this  memorandum  of 
understanding  is  to  coordinate  certain  ASCS 
disaster  activities  with  the  FmHA  actual  loss 
emergency  loan  program. 

in.  ASCS  and  FmHA  Coordination  on 
Disaster  Activities  to  Farmers  and  Ranchers 

The  amount  of  any  benefits  received  from 
ASCS  disaster  programs,  including  disaster 
payments  and  cost-sharing  payments  under 
the  Emergency  Conservation  Program, 
Emergency  Feed  Program,  will  be  considered 
by  FmHA  in  determining  the  maximum 
amount  of  an  actual  loss  emergency  loan  that 
a  farmer  can  receive.  This  will  be  done  in 
accordance  with  FmHA  regulations. 

IV.  Understanding  Reached 

A.  FmHA  County  Supervisors  prior  to 
determining  the  maximum  amount  of  any 
actual  loss  emergency  loan,  will  consult  with 
ASCS  County  Executive  directors  regarding 
ASCS  disaster  benefits  provided  or  to  be 
provided  to  FmHA  emergency  loan 
applicants. 

B.  ASCS  County  Executive  Directors,  at  the 
request  of  the  FmHA  County  Supervisors, 
will  provide  FmHA  with  the  following 
information  from  ASCS  county  office  records: 
farmland  and  cropland  acreages  on  the 
applicant’s  farm(s],  production  on  crops,  and 


amounts  of  pa3rment8  or  assistance  provided 
or  to  be  provided  by  ASCS  to  such  applicant 
Form  FmHA  1945-29,  “ASCS  Verification  of 
Farm  Acreage,  Production,  and  Benefits",  will 
be  used  for  this  purpose. 

C.  FmHA  County  Supervisor  will,  in  a 
timely  manner,  provide  ASCS  county  offices 
with  the  names  and  addresses  of  farmers  pr 
ranchers  who  have  had  an  actual  loss 
emergency  loan  approved. 

D.  ASCS  County  Executive  Directors  will 
consult  with  FmHA  County  Supervisors 
before  issuing  disaster  payments  to  farmers 
or  ranchers  for  whom  Form  FmHA  1945-29 
has  been  received.  Sight  drafts  for  payments 
of  ASCS  disaster  benehts  for  farmers  and 
ranchers  whose  FmHA  loan  application  has 
been  approved,  will  be  prepared  to  show 
FmHA  as  joint  payee  and  forwarded  to  the 
FmHA  county  office. 

V.  Supersedure 

This  memorandum  of  understanding 
supersedes  the  one  signed  by  the 
Administrator  of  FmHA  on  April  18, 1975, 
and  the  Administrator  of  ASCS  on  April  23, 
1975. 

VI.  Amendment 

This  memorandum  of  understanding  may 
be  amended  at  any  time  by  mutual  consent  of 
the  agencies  involved. 

/s/  Ray  V.  Fitzgerald, 

Administrator,  Agricultural  Stabilization  and 
Conservation  Service. 

Date  11-6-79. 

/s/  Cordon  Cavanaugh, 

Administrator,  Farmers  Home 
Administration, 

Date  10-30-79. 

PART  1951— SERVICING  AND 
COLLECTIONS 

Subpart  A— Account  Servicing  Policies 

8.  In  §  1951.10,  paragraph  (a)(5)  is 
revised  to  read  as  follows: 


§  1951.10  Application  of  payments  on 
operating  (OL),  emergency  (EM),  economic 
emergency  (EE),  economic  opportunity 
(EO)  loans  to  Individuals,  soil  and  water 
conservation  (SW)  coded  “24”,  and  other 
production  type  loan  accounts. 

(a)  Rules  for  selection  of  accounts. 

*  *  * 

*  *  •  *  « 

(5)  When  nonfarm  assets  have  been 
sold,  the  payments  will  be  applied  as  set 
out  in  §  1945.56(b)(4)  of  Subpart  B  of 
Part  1945  and  §  1945.156(b)(3)  of  Subpart 
D  of  Part  1945  of  this  Chapter  if  they 
were  sold  as  a  condition  for  EM  loan 
assistance. 

«  *  *  *  * 

Note. — ^The  reporting  and  recordkeeping 
requirements  contained  herein  have  been 
approved  by  the  Office  of  Management  and 
Budget  in  accordance  with  the  Federal 
Reports  Act  of  1942. 

This  document  has  been  reviewed  in 
accordance  with  FmHA  Instruction 
1901-G,  “Environmental  Impact 
Statement.”  It  is  the  determination  of 
FmHA  that  this  action  does  not 
constitute  a  major  federal  action 
signiHcantly  affecting  the  quality  of  the 
human  environment,  and  in  accordance 
with  the  National  Environmental  Policy 
Act  of  1969,  Pub.  L  91-190,  an 
Environmental  Impact  Statement  is  not 
required. 

(7  U.S.C.  1989:  7  CFR  2.23) 

Dated:  May  20. 1981. 

Dwight  O.  Calhoun, 

Acting  Under  Secretary  for  Small  Community 
and  Rural  Development 
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